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shiragtes our 200Eh anniversary.
1G5 = COMMON puirpose, responsible
ity and leadership - are the bndge that
connects sur 200-vear history with the future we want

to create When these principles guide our actions, we

endure and thrive, Our special anniversary provides

us with an opportunity to reflect on our history and

prepare for the future,
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200YEARS Citi

Citi works tirelessly to serve individuals,
communities, institutions and nations. With
200 years of experience meeting the worid's
toughest chalienges and seizing its greatest
opportunities, we strive to create the best
outcomes for our clients and customers with
financial solutions that are simple, creative
and responsible. An institution connecting
over 1,000 cities, 160 countries and milfions of
people, we are your global bank; we are Citi.

Common Purpose
One team, with one goal: serving our
clients and stakeholders

Responsible Finance
Conduct that is transparent, prudent
and dependable

Ingenuity

Enhancing our clients’ lives through
innovation that harnesses the breadth

and depth of our information, global network
and world-class products

Leadership

Talented people with the best training who
thrive in a diverse meritocracy that demands
excellence, initiative and courage
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One team, with one goal: serving our clients and stakeholders

Conguering

CARGQO CONTAINER

GENERATIONS FORGET that fruits and vegetables have natural growing
seasons. In the Northern Hemisphere, people give Valentine’s Day roses

in February without a thought. This was not true, though, before it became
possible to efficiently transport large amounts of cargo across land and sea.
Malcolm McLean, a frucking entrepreneur, saw a ship as just another piece
of highway for transporting goods and envisioned installing racks to anchor
truck trailers on cargo ships. Citi teamed up with him to finance the project,
which ultimately led to the invention of the cargo container and thus
inter-maodal transportation.

IT TAKES MILLISECONDS for a businessman in London to call his family
members in New York to let them know that he has arrived safely, In 1B65, it
would have taken a ship nearly three weeks to deliver the message. All that
changed a year later, with the laying of the trans-Atlantic cable. For $10 a word,
massages could be transmitted between continents within minutes, What

once required an ocean crossing now took a few keystrokes. The cable was the
brainchild of Frederick Gisborne and Cyrus Field, who founded the New York,
Newfoundland and London Electric Telegraph Company. Citi played a role in its
financing, with Citi's president serving as treasurer and director of the company.

Bringing the
Attantic and
Pacific 12,000

Kilnmelers

cinser

PANAMA CANAL

Making a
SCATCH

FEsoUrs e
avatlable

ldwide

WO

SUPERTANKER

TAX! DRIVERS IN SHANGHAI prefer German Volkswagens, teenagers in
London love phones made in Taiwan and Parisian restaurateurs like to serve
Ecuadorian shrimp, We owe the routine nature of these choices to ona of the
greatest engineering feats in human history: the Panama Canal. Thirty million
cubic meters of earth were removed to connect the Atlantic and Pacific oceans,
saving 15,000 ships a year from having to round the tip of South America.
Thanks to the world’s biggest shorfcut, trade flourished, economies expanded,
and new markets and jobs emerged. At the request of President Theodore
Roosevelt, Citi played a central part in financing the construction of the canal.

WE DEPEND ON OIL to heat our homaes in winter, power our cars on the way
to work and lift passenger jets to destinations everywhere. Nearly half of the
oll supply is produced in just five countries, but it’s used in every corner of
the world. Much of it is transported in supertankers, champicned by Aristotle
Onassis, These ships created unprecedented links between oil suppliers and
purchasers, bringing comfort and simplicity to everyday lives while changing
industries and making new markets. Citi financed the construction of Onassis’
first supertanker in 1948.
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Responsible Finance
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Conduct that is transparent, prudent and dependable

X 4

Rebuilding
a broken
continent

THE MARSHALL

EUROPE IS A PILLAR of the global economy, contributing more than 20% of
the world's gross domestic product. But in the aftermath of World War 1|, Europe
was a devastated continent. It suffered crippling shortages of food, fuel and
clothing. Moved by this humanitarian crisis, the U.S. government developed

the Marshall Plan, a program that delivered $13 billion in aid. I's considered

one of the most successful foreign aid programs in history, helping to boost the
European economy by more than a third in three years. Citi played an important

PLAN role in the Marshall Plan by arranging commercial letters of credit for shipments
to countries receiving aid,

Partnering GLOBALLY, MORE THAN 200 MILLION people have access to credit and other

to expand financial services, primarily through microfinance institutions that provide

P loans to individuals, often in rural communities, financing small businesses,

financial aducation and housing. Microfinance continues to evolve as fresh thinking, with

access innovative technologies like mobile and branchless banking, providing inclusion
and new opportunities for households and communities fostering economic
growth. The Citi Foundation has been a leading supporter of understanding

MICROFINANCE client needs, product innovation and financial education for more than 30 years.
Citi’s businesses, lad by Citi Microfinance, are expanding financial inclusion
through partnerships with more than 120 microfinance institutions, funds and
nefworks in more than 40 countries, providing financial services to millions of
underserved households.

Laqu CITIES HAVE LONG BEEN ENGINES of innovation and progress. The world

fOUﬂﬁétiOﬁS currently is undergoing the largest wave of urban growth in history, with ity
populations increasing by a third in the last 20 years. This dramatic change

for a new infroduces a host of complexities, and governmaerts work to keep pace by

urban reality

CITIFOR CITIES

developing updated services and infrastructure that are efficient and secure.
Mumbai established an e-payment gateway for the govarnment to collect tax
receipts and make payments. Warsaw created a system that allows it fo monitor
its cash flows in real time. Mexico City adopted a system to manage its $30
million in dally payments. All these programs and more are made possible by the
financial and tachnological know-how delivered through the Citi for Cities team.

Championing
financial
inclusion

COMMUNITIES
AT WORK FUND

THERE 1S NEW REASON {0 be hopeful in low-income communities across
America, where some small businesses are getting loans, community centers
are being developed and housing units are being renovated. In many such
communities, access to cradit has long been scarce, and the opportunities

for economic development go by the wayside because educational, commercial
and social ventures are starved for cash. The Communities at Work Fund was
created to help reverse this trend. it provides financing through neighborhood
institutions that lend to nonprofit and for-profit enterprises that are
undersarved by traditional banks. Citi together with the Calvert Foundation
and Opportunity Finance Network, launched the $200 milfion fund in 2010
and has since approved loans to communitias in 39 states.
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Ingenuity

Enhancing our clients’ lives through innovation that
harnesses the breadth and depth of our information,
global network and world-class products

inventing

the modern
multinational
company

FIRST
FOREIGN EXCHANGE

CORPORATIONS ROUTINELY PERFORM thousands of transactions all
around the world = payments, transfers and deposits = to cultivate new
markets or sustain existing ones. This was impossible before John Rockefeller
saw an opportunity to bring Standard Oif's surplus oil reserves to Chinain
1891. Citi established a foreign exchange department to enable Rockefeller

to maintain seamiess ¢ross-border cash flows for his Chinese operations.

By 1898, it enabled Standard Gl fo pay any sum of money to any industrialized
city in the world within 24 hours. This was the precedent for the modern
multinational company.

Creating NINETY PERCENT OF THE WORLD'S population lives within a 15-minute
walk from an ATM, making our 24-hour-a-day lives possible. We can go almost

access at anywhere in the world, at any time of the day or night, and get instant access

all hours to cash to make a purchase, pay for a service or cover a bill. In 1977, when Citi

of the day introduced ifs first ATM in New York City, there were a miniscule number of
such machines anywhere in the world, Four vears later, the convenience of
ATMs doubled Citi's share of deposits in the market. Today, we have 26,000

ATM ATMs worldwide,

Strippinq AT A CITI SMART BANKING BRANCH, a person is grested by a concierge,

. accesses full online banking features at a workstation, views instantly updated
barriers market information on a wall display and receives customer service through
out of the a live video chat. it is a seamiess exparience and a dramatic departure from
banking traditional branches, which some people equate with long lines, uneven

R service and excessive paperwork. The design comes from the insight that
experience the most successful bank of the future will be the one that delivers the
greatest customized value to clients in the simplest way. The first Citi Smart
CITI SMART Banking branch, built in Tokyo, was heralded as the top retail bank in Japan
BANKING just one year after opening.
Making the A PERSON WALKING DOWN the street can use a mobile phone to search
. for a restaurant and can use a digital wallet on the phone to retrieve coupons
wallet carry its from astablishments within walking distance and pay for a meal — all with a
own weight wave of the hand. The digital wallet is a far cry from the purses and wallets that
people have carried since the creation of money. Developers recognized the
DIGITAL WALLET potential of handheld technology to make people’s lives simpler and smarter.

Citi collaborated with Google, MasterCard, Sprint and First Data to infroduce the
first widely deployed near-field communication-connected digital wallet in the
U.S. market,
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Leadership

Talented people with the best training who thrive in a
diverse meritocracy that demands excellence, initiative
and courage

Establishing
an institution
dedicated o
progress

FOUNDING STORY

EVERY DAY, CITI BANKERS work alongside tens of millions of clients to
achieve progress for individuals, families and communities, businesses,
institutions and nations. It is the shared purpose of the Citi community that
spans over 100 countries: people laying plans, making decisions and faking
action with an abiding passion to make things better. That was the character of
the dozen people who came together at a small building at 52 Wall Street in the
summer of 1812 to found the bank that would become Citi. They pooled their
resources to fund each other's ambitions in New York City and beyond.

Setling
universal
standards for
leadership

TRAINING FUTURE
LEADERS

CIT1 ALUMNI go on to become chiefs of multinational corporations, ministers
of finance, governors of central banks, ambassadors of nations - even heads
of state. Citi has a rich history as a training ground for future leaders. in 1914,
as the bank continued to expand internationally, Citi president Frank Vanderlip
formalized that rola in Citi's first official learning and development curriculum,
dwelling not only on the rigors of banking but also on the tocls of general
management and the study of foreign languages and cultures. The courses
equipped the program’s graduates with the skills and sensibilities necessary to
serve a new kind of worldly clientele. This was the precedent for the reputation
that Citi still enjoys foday.

Making
money mobile
and secure

WALTER WRISTON

THERE ARE MORE THAN THREE BILLION credit cards in circulation
worldwide, and nearly four billion people manage their funds through an ATM,
website or mobite phone. In the late 1960s, the idea of paying for dinner with
a plastic card or having access to a bank account after 4 p.m. was unthinkable,
It took the vision of Citi president Walter Wriston to imagine the future of
retail banking, a world where people have simple access to credit and savings,
anywhere at any {ime. Wriston believed that Citi had to be “responsive to the
needs of society,” and he invested billions to create Citi's consumer business
through the commercialization of credit cards and the ATM.

Spurring
an era of
worldwide
growth

MOSES TAYLOR

FOR MQORE THAN 100 YEARS, the United States has been a driving force of
innovation and economic success in the world. Setting that dynamo into motion
required bold action in the decades before. In the 19th century, the first modern
gas utility was founded to light Manhattan, vast railroad systems were laid to
open the American frontier and far-strefching communications networks were
created fo link most points in America to each other and to the world. Moses
Taylor, president of Citi from 1856 to 1882, was a leading player in these and
numerous other investments that transformed the United States from an outlier
to a pacesetter in the global economy.
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Letter to Shareholders

Dear Fellow Shareholders,

This year marks our 2C0th annive-sary —a m'lesfone that few

institutions ever reach. This is a time fo commemarate who we

are and what we'va done and also to look forward to all that

we can achieve 'n tha coming years.

Our hank enjoys a heritage thaf none of 011~ compatifors can
match. Since "812, our central mission has been to suppo-t
eConomic prograss. For two centuries, we have applied our
passion far innovation to help our custamers advance frem
ambifion to achievament - a rola even more important today,
as our clients confront the ancertainties of the future. We
startec a3 a trade finance bank, enabling cammarca betweaen
New York and Liverpoal. Since then, we lite-ally have been
connecling the world, Over (he decades, we have linanced
soma ¢f the world's most transformative projects, from the
trans-Atlantic cable to the Panama Caral to the jumbo jet.
e were tha first majo- American bank to open branches
abroad, and foday wa maintain a presence in more than

100 countries and ju-isdictions and corduct business in
some &0 more,

We rightly draw inspiration from our past. Buf our future is
avan rrore axcifing. This oank’s cote streng-hs - facilitating
international “rade anc capital fiows, halping consimers
pursJe oppor-unities in the world’s top 150 cities and belaing
companies build their businesses in the L.S., throughout the
developed world and in the high-g-owt: emergjing mar<e:s -
all are alignec with the trerds that are redefining the ¢lobal
aconnmy The world may he diverging in nany ways, buf our
roe’s -0 craate convergence - to connect the world for our

clients and to cennect our clients to the world.

201 Results

Dur company is in strang shape and is well-pesitioned for
the futura. “u l-year 2011 earnings of $111 bilion reprasented
an incraase of 4% over 2010. Our consume ™~ and services-
related his nesses contirued to perform well as we executed
aur strategy and were chosen by ¢lients for many impertant
gssignments. Throughoul Cilico p, we grew our loans by

14% fromr 2010, including a 24% ircrease in corpo-ate loans.

[5)%

200YEARS CITI

Wikram S Fandit
Chiel Dxgcubive Ofhosr

And Global Transacticn Services (GTS) cortinuad te show
positive momentum, with full-year revenues up 5% over 2010.
Cur operating account balances in 5TS rose 23%, buoyed in

parlicutar by streng growth in Treasury and Trade Solulions.

Revenues ininternational consumer tanking g-ew by 5%
(excluding the impact of foreign exchange (FX)) for the vear
as we opaned (hiee willion rew accounls while fncreasing
averaje loars and deposits, on a constant-dollar basis, by
$12 billion and $% billion, raspectively. CisZomer satisfaction
with the exparience In our consumer bank Is risirg, as
measured by nef promofe- scores. During tha fourth quarter,
we achieved positive operating leverage in Lat'n America.
something we achieved in Asia in both the third and faurth
guartars. In the U.S, custemar acccunts, deposits, loans and
revenues each grew from “he third to fourth quarters. And we
increased oLr small business lending frem $6 billion in 2070
to $7.9 billion in 201, significantlv higher than our target of

57 hilion and up 7°% in the pasf fwo years.
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Yel while 201 was a good year for us, our resulls fell sho( of
expectations 'ntha foLrtn guarter Fea-s of a sanking <risis
in Europe = of worsg, & change in the status of the eura -
affected the entire sactor and weighad on client confiderce
and activity throughout the world. Market activity was dawn
significantly, and eur ¢ ients raduced their risk exposuras,

Al of our bus nesses geared to the capital markats - su¢h

as Sales and Trading, Securitias and Fund Services in GTS,
and avan investment sales n zoisume- barking — were
adversaly Impacted.

In acditicn, wa are not completely through with our
remediation efforts. We reduced Citi Holdings assets by an
additional $90 billion In 2071 aftar many successtul sales.

We Fave split wha used to be Citilirancial into fwo
companents: a servicirg partiol o for existing loans and
OneMain Financial, whick contirues to originate parsona
loans in the U.3. This restructaring will help us prepare for
an eventua sale aof OneMain, a salid business bhut ons outside
tha scope of our ¢ore mission and current strategy. As with
avery assetin Citi Holcings. we will sell oaly o econamically
rational tarms. Now that Retail Partrer Cards {renamed Cit’
Retail Services) isback ir Cificorp, C'ti Holdings assets stand
al only 12% of our balance shael - wel below129% al (e end

of last year.

Qur axoenses rese by $3.6 il ion in 2011 Approximately
lwo=_hirds of ‘hal was owing (o the inpacl of fogign
exchange and nonogperating exparses such as increased

legal and repositicning cha-ges. Factoring those o.t, expanses
rose by SLC billion, ¢r 2.0%, driven by investments.

Investments in the Future

Despite the soft aconomv anc market turmoil ove- the
past year, we judgad it importart to cont'nue making key
investments i the long-term health of our businesses
even a3 we worked to bo ster our guarierly earnings. Thus,
in keering with our strategy, we investad an additional
$3.9 billion to bring our franchise up to the standards our
cliants and regulators axoect from a glokal bank cf our
caliber. Nearly half of that, $19 hil ion, was self-fiindad

through reengireering savings. we also made much-neadad

Chtlgroup Net Income

{in bilfiony of doflars)

Citigroup Tier 1 Capitat Ratio

$(1.6) 5106 S Wi% 123% 13.6%

2009 2010 2011 2009 2010 2011
Citigroup Tier 1 Common Ratis Crigroup Net Ravenues
(in bitions of dollars)
S9.6% 10.8% 8% 4911 $86.6 $78.4

2009 2010 201 2009 2010 2011

Ciikorp Revenues
2011 Revenues: $64.6 billion

By Region By Business

N& - Noth Arrerica
EMEa -Europe, M ddhe East and Aftica
LATAM - L in Arnerica

GCB - Glubal Cunsunwr Bank g
SEB - Securties ard anking
TS - Global Transaction Services
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Letter to Shareholders

investments in our infrastructure. Ourinstitutional and
consumer tusinesses we-e burdened with a patchwark of
outdated. often overlapp ng anc even redundant tachrology
systems that 1eedec fo te replaced. During the crisis, we
defe-red many important initiatives but now must fecus on

making oiir han< more afficienf ard nimhla.

Manv cf these investmants, such as nearly $1billion n 2011 to
meet regulatery reguirements, are not disc-etionary. Some,
sich as bhiiding a cemmon fechnelogy plafform for anr
global consumer businass, are vital to improving the customer
experience globally. nvestments in cur North America

cards businass grew hy maore than $500 million last year -

a necessary effert tc gat us bac<into a position to take on
our peers head-to-head. Similarly, in fast-growing smerging
markets where standing sti | risks osing share, we had fo
invest just to <eap up. Investments to grow the client
franchise in Asia and Lal'n America rose by approximale y
$300 milion.

we intend to reduce oLr expensas in 2012 compared with 201
levels {assuming no changes in FX or significant one-time
charges). We also will confinue to right-size our businesses fo-
tha oppo-tunities we see sc that we are prepared wheather the
current environment proves to be the resul of a cyclical or

secular frend.

Progress on Our Prior'ties

Desgite the challenging environment, in 2071 we sfill were able
to maka progress onall of the execuion arioritias | outlined in

last vear’s latter.

our intense focus on cap:uring arrerging markeat trade and
capital flows yielded scme impressiva achigvemants over the
past year. Citi's loans to companies in the emerging markets
graw by 34% fromr 2010 to 2011. Among the many deals we
concluded in the emargirg markets in 20N, Citi was the lead
underwriter on the $3.7 billion capital-raising for Russian
felecomminicafions company VimpelCom. This was fhe
largest capital markets financing exercise aver for a private

sector company in Russia. And Cit’ acted as exclusive advisor

Vo)
200YEARS CitI

to Japanese beverage company Kirin or its $2.6 billion
acquisition of Schircariol in Argust 2011 - the second-largest

Japanese acquisition in Latin Arrerica ever.

To further our orgoing iniziative to becomea the world’s digital
bark, we were proud to be awarded a global mandate from
one of Citi’s largest clients fo corduct online and motile
recaivables and paymerts. thrae key businasses = lobal
Enterorise Payments, Global Consumer Banking and GTS -
worked seamlassly fogethar across avery “rgion fo make fhis
happen. Whie tha detais of tha mancate are being finaized.
this naw proect promises to be applicable across a range

of clients and industries. We're also innavating w'th other
partnars - including telecoms, start-ups and other players

in t1e ecosystem — to help shase mokile paymenzs arsurc
the gloke. In May. Citi servec as the lead bank on the J.5.
launc of Google Wallat, which offers tha latest smartphone
paym=nl chnoloyy. Mobile payment pilol syslens are
under way ir Asia and Lafin America, and severa othars

are being regotiafed.

I'm particularly proad of the progress wa've made i1
enkancing the customer experience at our bank. In 2011 we
openad new Citi Smart 8anking branches 'n Washington, D.C.,
Tokyo and Busan. SoLth Korea. We also opened five innovative
sales and service centers in Mescow and St. Petesburg plus
130 Citi Express Iocations = inrovative 24-hour servica units
- ir Colombia. We opened brarches in three new mar<es in
China, exparding our presence ir that country to12 c'ties,
And. in direct respense fo cLstomer feedback, intha U.S. we
introcuced the Citi Simplicity® cradit card, whose beneafits are
uniguz and industry-leading: one APR, a single rate and no

lafa fars.

Cver the past 12 months, Glcbal Consumer Barking also has
introcuced or refined digital banking oplions aZ an exceptioral
pace to mee: ar exceed those demands and 2ontinue Cili's
evolution as the world’s premier digital sank | den’s have the
space here to list even half of our many accomplishmars, but
in July, we launched a consumar banking app designed for the
iPad® We also mada majo- Feadway i1 the development of
new cuslorner applications for Facebook and Ainazon's <indle

Fire, as well as mobile parson-to-person payment capabilitias,
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to offer customers naw and enhanced batking cptions. The Gitiarp Net lincorng Citigroup Bock Vaiue Per Share
(in billlens of dolars)
201 resu ts speak for themselves: Citi Mcbile™ users were up

more than 80%, anc mobile transfers increased 170%. 315‘3, $14.7 3144 3350 $%el5 38070

On becoming thea industry’s best source of content: 11 201,

we sirengthened our global Economics team with several key
hires, built a fullscale research casability for our Commodizies
group and enhascad our ecuily research in a numoer of

critical sectors, ~otasly energy and healt care. We also

lannchad an innovaf've research saries 1ader the srand of 2008 = =0 2009 2ol 2o
Citi GPS {Global Perspectives & Solutions), reports that
provide deep, thematic research relevant te all our clients
an rajor issuas facing the world econcmy.
We are making good progress on our pledge to bu'ld best-in-
class corporate and investment banking capabilities. |n 2011, ﬁ:x::::ﬁ:ﬂ:zm sz::::rm?r:;” Equity
we huilt our talent hase in critical sectors such as technalogy,
$szv $359 $269 $1527 1838 $1778

eneryy and indust-ials ard in key councrias, incliding China,
Russia, Brazil, Qalar and Lhe UK, We eslaolishad new country
desks in 10 emerging market counirias to enhance global
connectivity for our corporate clients, in zhe U.S. and abroad,
and help tham capture capital flows nto, out of and within

thea emerging mar<e’s. We relocated staff across ragions
to focus on clent flows and provide gu dance ard 1¢cs 4010 arn 2009 2010 2o11

reconmendations to clients based uson desp market 'Feak quarter.

knowledge. And wa launched a Citi Glooal Banking Mokile
application for the iPad thaf allcws clients fo access oLr lafas?
insights ¢n global capital mar<ets and M&A. Citi is focused

on supaorting ¢ ients in the emerging markets by oroviding

infraregional connectivity anc detailed knowladge.

Citigreup Total Agsets Citigroup Deposits
) tin billicns of dollars) tin billiens of dolfars)
10 better connezt with our customers, we revamped our srand
$1,857 $1814 $1,874 $B353  $845.0  $8653

strategy o erstre that we oresent our company in a powerful,
ronsistert way, inified 1indsr fhe nams “7ifi" sverywhere
while keeping tha name “Citibank” for sur retail ban<. ‘We're
also proud to sporscr the 2012 U.5. Olympic and Faralympic

Teams as they compate far the gadin Lendon this summer

We also made progress on our ongoing goal to att-act the
; 2009 2010 zom 2009 zolo 201
world’s very best and most globally mindad talent, wherever

such peoale can ha found. We realigned portions of the
organization to better ~eflect Citi’s long-tarm business
strateqy, including the crzation of the COO/president role

Wy
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conlnue Lo acl as drags on our Lrading value. Some of our
peers we"s buoyed ky he ability to buy back shares, an opfion
we lacked. In the fnal analysis, the value that we all want ta
see reflected in our share price will be most apparant whan we
can meaningfully return capital to starefolders. That remans
one of oLr overriding cbjactives,

Looking Ahead

[n a turbulent wor d, many things have not changed.
Globalizaticn, digitizatior, urkanization and the rice of the
amerging market consumer still are the cefining trands of our
time. Liti is well-positicned to seize the osportunities those
trends presant. Wa are in the -ight businesses and in the right
counfries ad regions = whare the growth is. Our strategy in
a nutshell is to position our bank o seize trase rends o~ cur
clients’ banefit, remain corrmitfad t¢ Responsib e MNnance
and the basics of banking, and serve the real scanomy, not
oursalves. Ou- facus is all on execution — executing our broad
strategy and also the specific priorit'es I've identified. In fact,
tha twa are inseparahle.

We'ra focusec on the years and decades ahead. Enviroamental
and regulatory factors could arise that reguire us 2o change
how we exacute our stratecy. But the strategy itself ‘s -ight
for us and rignt for the times. It builds on the graat lzgacy lef:
to us by Walter Wriston, updated for the changing fimes and
current environment. It's wha: built this bank into a glcbal
powerhouse, and it will serve s wallin the coming vears and
Jecades. The shor(-(zrn ocliook for many econsmies remains
cloudy. Bat for the leng term, wea've positioned our company
to seize and capitalize on the trends that wa believe wili define
tha global economy.

Sincerely.

oA

—
4

Vikram S. Pandit
Chief Exgculive Officer Ciligrouy inc.

Citi Celebrates Sponsorship of 2012 U.S. Olympic
and Paralympic Teams

This past July, to mark the year-out milesfore fo the London
22 Dlympin Games, Cifi, an offizial spansor of the 2017

L5 Llynpic and Paralympic 1eans and the U.s. Olympic
Commitiee (USQT), hald a ceremonial Citi Team USA flag-
raising event outsice tha Cit' bank Financial Center atits
haadquarters in New vork City. Olymglic silver medalist Alicia
Sacrarnona gymnastics), Olvrrpic gold medalist Susan Francia
(rowing; and two-time Paralympic gold medalist Jeremy
Campbell {discus, pantathlon) joined Vikram Pandit and

amplayees to kick off the ana-vear counfodown.

"Observing this important milestona on the Divirpic
calenda- wif inspiring athletes was a great way -o celebrate
our sponsorship of Team USA " said M. Pandit. “Helping
amerca’s athlefes fulfil their Dlympic creams is one way fo
demonstrate our stpport for the athletes and ou- country
reinforcing the commitment to excellence we share, In 2012,
our 200th ann versary, we will be proid te stand with our
nation’s O ympians and Paralympians as they take the best of

the Amerizan cpirittc Londen.”

At the event, the athlates spoke with amployees about their
axperiences at the 3eijing 2008 Dlympic and Faralvirpic
Cames and shared their journeys as Glympic and Paralym)ic
hopefuls as they comoste to represart the US. at tha London
2012 Olympiz and Faralvre pic Games. 4s America’s global
banik for nearly 200 years, Cilis mission of helping individuals,
businesses, institut ons and -aticns succead in the global
marketplace complaments the USOC’s mission of supsorting
L.5. Clympic and Paralyrpic athlefes in achieving sustained

compafitive axnallence and thereby inspiring al Arraricans

L)
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GCB consists of four primary business units = Retail Banking,

Citi Branded Cards, CitiMortgage and Commercial Banking —
that operate in our four key global regions — North America,
Latin America, Europe, Middle East and Africa, and Asia
Pacific. Operations outside the U.S. account for approximately
half our total loans, deposits, revenues and net income.

Gur GCB businesses are strong in some of the world’s most
important growth markets, from China, Malaysia, Korea and
India in Asia Pacific, to Poland and Russia in Europe, to Mexico,
Brazil, Colombia, Argentina and Panama in Latin America. In
Mexico, Citi's Banamex franchise serves more than 20 million
customers and is the country’s largest financial institution

as measured by assefs and customer-managed resources.

Citi Retail Servicas (formerly Retail Partner Cards), after
solidifying several existing partnerships and changing its
name to reflect the comprehensive suite of services it offers
to partners, is moving from Citi Holdings in 2012 to become an
integral part of GCB.

Retall Banking

Citi's Retail Banking nefwork consists of more than

4,600 branches across the globe and holds deposits
exceeding $300 billion. In 201, we opened state-of-the-art
digitized Citi Smart Banking branches in Washington, D.C,,
New York, Tokyo and Busan (South Korea) and continued
renovating our entire branch network. We also opened
innovative sales and service centers in Moscow and

St. Petersburg and Citi Express modules — a 24-hour service
unit = in Colombia. Branch openings in three new cities in
China expanded our presence in the country to 13 cities.

12
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Citl Branded Cards

As one of the world’s largest credit card issuers, Citi Branded
Cards introduced several new products in 207, including:

Citi ThankYou®, Citi Executive®/aadvantage® and Citi
Simplicity® cards in the U.S; Latin America partnership cards
with Colombia-based airline Avianca and with Banamex and
AeroMexico; and a merchant loyalty program in Europe.

CitiMortgage

U.S. mortgage originations of $63 billion continued fo show
strong improvement, particularly in branch volumes and
through the direct-to-consumer channel, which recently
surpassed $1 billion. Helping to keep people in their homes
remained a top priority throughouf 201, Since 2007, we have
helped more than onie million homeowners in their efforts to
avoid potential foreclosure. We launched the Road to Recovery
consumer outreach and homeowner support nefwork in the
U.S. to help distressed homeownars. Globally, CitiMortgage
partnered with target markets to buiid a foundation for
expansion in countries with high-growth opportunities,

Commercial Banking

Commercial Banking is dedicated to serving the neads of
100,000 small to medium-size companies in 32 countries.
The business’ global strategy is to laverage Citi's worldwide
network to help our clients navigate a continually globalizing
marketplace. The business grew profitably in 2011 and has
improved overall client satisfaction within each region.

Digital Innovations

Global Consumer Banking continued making progress toward
Vikram Pandit’s vision of transforming Citi info the world’s
digital bank. Citibank unveiled Citibank for iPad®, a critically
acclaimed consumer banking app designed specifically for
iPad that provides clients with an engaging, visually rich

tool to track, analyze and plan their finances. We launched

a mobile banking platform and an updated Citibank® Online
website in the U.S. and are implementing a worldwide rollout
of both innovations, setting us on a course to bring the best
digital experiences to our customers worldwide.
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Securities and Banking

Citt's Securities and Banking (5&B) business
offers & wide array of investment and
corporate benking services and products for
corporations, governments, institutions ang
high-net-worth investors,

Global Banking

Our Global Banking franchise is among the world's foremost
corporate and investment banks. If offers a full suife of
strategic and financing products, services and advice to
multinational and local corporations, financial institutions,
governments and privately held businesses in more than
160 countries. With our strong local presence in many
countries = Citi has been in some markets for more than
100 years — we use our country and sector expertise to lend
money to our clients, help them raise capital and advise
them on important transactions. Citi served clients on some
of the most successtul deals of 207, including International
Financing Review's Best Americas Securitization for Ford
Credit, Best Emerging Asia Bond for Pertamina, Best Latin
America Bond for Petrobras, Best Emerging EMEA Bond

for VimpelCom, Best Yen Bond for Panasonic, Best Senior
Financial Bond for Capital One and Best Americas Structure
Equity Issue for AlB/MaetLife.

Global Markets

Global Markefs provides world-class financial products and
solutions across a broad range of asset classes through its
underwrifing, sales and trading, distribution and research
capabilities. Products offered include equities, commaodities,
credit, futures, foreign exchange, emerging markefs, 610
rates, municipals, prime finance and securitized markets.
Qur Investment Research and Analysis division focuses on
delivering the highest-quality company, sector, economic and
geographic insights fo our clients globally. The unitincludes
equity and fixed income research, economic and market
analysis and product-specific analysis to help individual and
institutional clients navigate a complex global marketplace.

200YEARS Citi

Citl Private Bank

Citi Private Bank is a trusted advisor to some of the
wealthiest individuals and families throughout the world.

The Private Bank has relationships with many globally minded
entrepreneurs, investors and philanthropists who expect and
demand a highly personalized and consistent level of service.
Our open architecture network of more than 1,000 private
bankers and investment professionals across 46 countries and
jurisdictions provides clients access to the best investment
opportunities available, coupled with exceptional advice
tailored fo their needs and aspirafions. With $250 billion in
assets under management, the Private Bank offers a wide
range of products and services covering capital markets,
managed investments, portfolic management, trust and
estate planning, investment finance, banking and art, aircraft
and sports advisory, and finance,

Citl Capital Advisors

Citi Capital Advisors (CCA) is a global alternative asset
management platform thaf offers a diverse sef of investment
strategies across a full spectrum of asset classes, ranging
from market strategies to infrastructure and private equity
investing for institutional and high-net-worth investors. Our
market strategies products include specialized hedge funds,
managed accounts and structured investments managed

by experienced investment professionals whose interests

are firmly aligned with those of our clients and whose focus
is on preserving client capital and liquidity while seeking
differentiated risk-adjusted returns. The bankers in our
private equity and infrastructure investment businesses offer
investors years of experience across a broad range of asset
classes with an innovative operational and risk management
infrastructure, all supported by the vast resources of Citi's
global nefwork,
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Global Transaction Services

Global Transaction Services (GTS) provides
cash management, trade and securities
services o companies, governments and
other institutions in the U.S. and more than
140 countries.

GTS intermediates more than $3 trillion in financial,
commercial and capital flows daily and provides access to
technology platforms, regulatory knowledge, operational
expertise and data-driven analytics that enable corporations,
financial institutions and governments to manage their
financial operations efficiently, with visibility and control
across their enterprise and supply chains. Clients benefit from
the scale and consistency of our global platforms, service
experience, connectivity to market infrastructures, and proven
operating expertise in developed and growth markefs. The
business’ growth strategy is well-aligned with the fundamental
trends that are shaping change across all industries:
globalization, urbanization and digitization.

Ninety-nine percent of Forfune 100 companies and

93% of Furtune Global 500 companies count on GTS to
support their treasury sperations with global solutions for
payments, collections, liguidity and investments by working
in parfnership with export credit agencies and development
banks. We also serve our clients’ critical trading partners
by delivering supply chain financing solutions as well as
madium- and long-term global financing programs across
multiple industries. in 201, clients doing business with

Citi in 10 or more countries generated over 60% of GTS'
total revenues.

More than 400 of the world’s top 500 banks and 200 of the
top 300 asset managers rely on GTS to provide correspondent
banking, investment administration solutions and securities
services through our global network. We provide customized
investment servicing across traditional and alternative

200YEARS Citi

investment strafegies, asset classes and geographies and
help clients meet their performance objectives. We also

assist governments around the world to enhance the delivery
of services to citizens while supporting the vital need for
efficiency reform through e-government initiatives, GTS is

an important contributor to the company’s Citi for Cities
initiative, which helps cities address the needs of their rapidly
growing populations through improvements in citywide
efficiency, infrastructure modernization, and increased citizen
empowerment and access.

We also are becoming increasingly critical to our clients as
they expand their operational footprint and supply chains,
particularly in the developing markets. The business is
uniguely placed to capture the growth in developing-market
trade and capital flows, inciuding the cross-regional flows
between Latin America, Africa and Asia.

By continuing to invest in technology and talent, GTS is
innovating with clients and developing solutions that meet
and anticipate their neads. With this in mind, we've established
Citi innovation Labs in Dublin, Singapore and Lodz (Poland) to
expedite the development of new applications. From mobile
payments that increase financial access for the unbanked

in developing markets to digitalidentity management
solutions that help clients better serve their own customers,
GTS focuses on defivering accessible, digitai solutions in an
increasingly information-driven business.

Economic uncertainty, along with vast changes to the
regulatory and competitive landscape, prasents
broad-reaching implications for our clients and their
operations. We are helping clients navigate through this
period of volatility with solutions that improve efficiency,
maximize the value of capital, protect the integrity of their
supply chains and manage risk to help ensure their success in
this emerging environment. As a strafegic partner to its
clients, GTS is the backbone of Citi's global franchise.
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2011 Highlights

.

Laurnched CHDIract BE™ Mabile,

a mobile browser-bhased treasury
managemant application thal altows
chents to receive notificatians and
authorize pavments using ther
mobils phones,

*

Launched Cit® Cash to Mobile in
South Korea, india and Poland to
grable corporate clients to pay
their invoices directly through
mohile devices,

*

Expandad Direct Custody and
Clearing services 1o £1 markets
globally with rew offerinas in South
Africa, Panama and Kuwait,

*

Expandead Citi® Commencial Cards
business, making cards available
now 0 aver 00 countrias, inchuding
64 whigre a local Curmnoy program
iz avallable

-

Expanded private equity and rea!
astate administration services with an
exfansion of the and-to-end portictic
administration capability

.

Launched a specialized Cite® Supplier
Firance webr-based platform that
tracks and reports receivables and
facilitates corrmunpication hetwear
buyers and sellers for 1d countriss
inLatin America

-

Through our Export Agency Finanoe
updt, Citi successtully ralsed over
517 billion in financing, parfiaity
gluarartesd by the U5 Department
of Erergy tor the Desert Sunlight
project in Califarnia - ons of the
world's largest solar energy faciitie:

"‘-?“tve«w—v
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-

GTS was recognhized with more than
¥ BOO indusiry awards and rankings
including Bect Global Transaction
Bark by Euromoney ard The Banker
and Best in Securities Lending by
Financal, Cliarts voted 575 the 81
Global Cash Management Providar
afd Global Trade Finance Bare in
Euromonsy polls
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Corporate Citizenship

At Citi, we aim to conduct business in &
manner that creates value for our clients,
shareholders, people and communities.

We understand that being a good corporate
citizen starts with operating responsibly.

This philosophy Is ingrained in every aspect of Citi’s daily
operations, In our culture and in our decision making.

We think carefully about the impact we have on business
partners, on the financial system and on the world we all
share. We reinforce our commitment to Responsible Finance
and financial inclusion with innovative business endeavors,
with robust phitanthropic investments and by recruiting and
supporting a diverse workforce.

Financial inclusion

As a financial institution, Citi embraces the challenge to help
reach the 2.5 billion people in the world with no access to
financial services. Expanding financial inclusion is part of our
mission. and we have a long record of developing programs
that extend saving-, credit- and asset-building opportunities
to those outside the financial system, providing them
pathways to build more secure futures. At Citi, we infegrate
our core businessas, a global perspective, local presence and
cutting-edge technologies te contribute to financiat inclusion
with thought leadership, research and initiatives that are
innovative, measurable and replicable.

Through Citi Microfinance, Citi Community Development and
the Citi Foundation, we focus on working across Citi business
lines and with community groups, governments, institutions
and networks to davelop Initiatives that broaden access for
traditionally undersarved communities, By investing capital
and expertise, we work with partners to:

+ Make it possible for microentrepreneurs and small business
owners to start and sustain their businasses and o create
livelihoods for their families and neighbors.

+ Enable young people to receive advanced educations and
prepare them for productive livelihoods.

200YEARS Citi

* Help consumers build their own financial capability by
pairing financial education with access to appropriate
products and services so they can save, wisely manage
their monay and weather setbacks.

* Finarce affordabie housing and community infrastructure
projects that create a solid foundation for financial mobility,

Environmental Sustainability

Citi's commitment to envirenmental sustainability in our
own operations and with our clients is based on three

pillars: managing the environmental footprint of our own
global operations; managing environmental and social

risk associated with projects we finance; and developing
business opportunities with our partners to address ¢ritical
environmental issues. in 201, Citi tinanced and advised on
nearly 14,000 megawatts of wind and solar power projects
worldwide, pioneered transactions in energy efficiency
finance, and, as chair of the Equator Principles Association,
led the industry in updating standards for environmental
and social risk management practices. In our own operations
and in our work with clients, we are dedicated to supporting
solutions that address climate change, water scarcity, declining
biadiversity, human rights and other important chalienges,

A Diverse Modern Workforce

Dur work would not be possible without the strength of a
diverse and skilied global workforce. Citi ensures that our
people are equipped with the support systems needed

to realize their professional growth, make meaningful
contributions and develop pride in their work. The distinct
perspectives of our team members all bring added value
to our clients and customers, and Citi’s strong tradition of
employee volunteerism ensures that our collective passion
and talents are put to use outside the workplace as well.

For a more in-depth look af our work in these areas, please
be sure to access Cifi's 2011 Global Citizenship Report at
hitp://citizenship.citigroup.com.
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Expanding financial access:

« Citi Community Development
heiped launch the Chicago Credit
Building Coalition and the Chicago
Microlending institute, both
pioneering efforts to develop
responsible access and use of cradit,

*

The Citi Foundation investad in

ah innovative pilot program in

Latin America and the Caribbean

to svaluate the impact of savings
accounts for recipients of conditional
cash transfers,

* Cifi co-led an 585 million
international bond issue for Grupeo
ALK, a Peruvian microfinance holding
company operafing in 10 countries,

= The Citi Foundation was the lead
funder for the U.S. Financial Diaries,
a study fracking 300 low-income
american families to collect
data on how households manage
thelir finances.

Championing the environment:

(it met its 2011 goal to reduce
absolute greenhouse gas emissions
by 10% from 2005 levels,

¢ Cith was the only financial institution
to be an inaugural ally of Prasident
Obama's Better Buildings Initiative
and a .S, EPA Energy Star Parfner
of the Year, underscoring our
commitment to energy efficiency.

*

Citi committed $205 millian in chent
financing to support the instaliation of
solar power systems on approximately
BO00 American homes,

A dynamic workforce:

¢ More than 40,000 Citl voluntesrs
took part in nearly 1,00 local service
projects around the world during our
201 Global Community Day.

-

Citi co-founded veterans on

Wall Streel to help develop carsers
i the financial services industry
for farmer and active duty

LS, military personnel.
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Citigroup Financial Summary

in billfions of dollars, except per-share amounts, ratios and direct staff 20mn 2010 2009
Citicorp Net Revenues | | | S 646 $ 656 $ 684
Citi Holdings Net Revenues 129 19.3 333
Corporate/Other Net Revenues 09 18 (10.6)
Citigroup Net Revenues § 784 $ B&6 $ ou
Citicorp Nef Income 4.4 147 15.3
Citi Holdings Net income (2.6) 4.3} .0
CorporatefOther Net income' (0.7) 0z 7.8)
Citigroup Net income $ 11 $ 106 S (8
Diluted EPS « Net Income 3.63 354 (799)
Diluted EPS ~ Income from Confinuing Operations 3.59 355 (760
Citicorp Assets 1,319 1284 1,138
Citi Holdings Assets 269 359 487
Corporate/Other Assets 286 271 232
Citigroup Assets $ 1,874 $ 1914 $ 1857
Deposits § 8659 $ 8450 S 8359
Total Stockholders’ Equity $ 1778 $ 1635 S 1527
Tier 1 Capital Ratio 13.6 % 129 % N7 %
Tier 1 Common Ratio 1.8 % 10.8 % 9.6 %
Book Value Per Share § 6070 $ 5615 $ 5350
Common Shares Qutstanding (millions) 29239 2.905.8 2,8483
Market Capitalization S 77 S 137 S 94
Direct Staff (thousands) 266 260 265
Hnchudes Biscontinued Operations,

Mote: 2009 revanues ars on a manageg basis. For sgattions! information, see Ciligroup's Fourth Guarter 2010 Cuarterly Finanaal Data Supplemant furnéshad as
an exhibit to Forrm 2K tded with the .5, Seacurities and Dxchange Commission on January 18, 2O

Totals may not sum due te rounding

20
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year eaded December 31, 2011
Commission fle aumber 1.9924

Citigroup Inc.

(Exact name of registrant as specified in its charter)

Delaware 52-1568099
(State or other jurisdiction of (IR S. Employer
incorporation or organization) Mentification No.)
399 Park Avesue, New York, NY 10022
(Address of principal executive offices) (Zip code)

Registrant’s telephone number, including area code: (212) 559-1000
Securities registered pursaant to Section 12(b) of the Act: See Exhibit 99.01
Securities registered pursuaat to Section 12(g) of the Act: none
Indicate by check mark if the Registrant is a well-known seasoned tsseer, as defined in Rule 405 of the Securities Act. [ Yes X No

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. [ Yes X No

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Secerities Exchange
Actof 1934 during the preceding 12 moaths (or for such shorter period that the Registrant was required to file such reports), and (2) kas been
subject to such fling requirements for the past 90 days. X Yes [ No

Indicate by check mark whether the Registrant has submitied electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
(or for such skorter period that the Registrant was required to submit and post such files). X Yes [] Ne

Indicate by check mark if disdosure of delingueat filers pursuant to Iem 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and Wil aot be contained, to the best of Registrants knowledge, in definitive proxy or information statements incorporated by reference
in Part 111 of this Form 10-K or aay amesdment to this Form 10-K. [J

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, 2 non-accelerated filer or a smaller reporting
company. See the defisitions of ‘large accelerated filer,” “acoclerated filer,” aad “smaller reporting company” is Rule 12b-2 of the Exchange Act.

X Large accelerated filer £ Accelerated filer [0 Nom-accelerated filer {1 Smaller reporting company
(Do not check if a smaller reporting company)
Indicate by check mark whether the Registrant is a shell compony (a5 defined in Rule 12b-2 of the Exchange Act). [ Yes X No

The aggregate market value of Citigroup Inc. common stock held by non-affiliates of Citigroup Inc. on June 30, 2011 was approximately
$121.3 billion.

Number of shares of common stock outstanding on Janwary 31, 2012: 2,928,662 ,136

Documents Incorporated by Reference: Portions of the Registrants Proxy Statement for the anual meeting of stockholders schedled to be held
o April 17, 2012, are incorporated by reference in this Form 10-K in response to Items 10, 11, 12, 13 and 14 of Part 1L
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This Annual Report on Rorm 10-K incorporates the requirernents of the accounting profession and the Securities and Bxchange Commission.
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OVERVIEW

Citigroup's history dates back to the founding of Ctibank in 1812,
Citigroup's original corporate predecessor was incoporated in 1988 under
the laws of the State of Delaware, Following a series of transactions overa
number of years, Citigroup Inc. wasformed in 1993 upon the merger of
Giticorp and Travelers Group Inc.

Gitigroup is  global diversified financial services holding company whose
businesses provide corsumers, comporations, gowernments and institutions
with 2 broad range of financial products and services. Citi has approximately

200 millien custorner accounts and does business in more than 160 countries

and jurisdictions,

Citigroup currently operates, for management eporting purpuses, via two
primary business segments: Giticorp, consisting of Giti's Global Conssimer
Ranking businesses and insihational Cliends Group; and Citi Holdings,

corsisting of Brokerage and Asset Managemeni, Local Consumer Lending

and Special Asset Pool. Ror a further description of the business segments
and the produdts and servioss they provide, see "Citigroup Segments” below
"Management's Discussion and Analysis of Financial Condition and Results
of Operations” and Note 4 to the Consolidated Financial Staternents.

Throughout this report, "'Citigroup,” "Citi" and "the Company” refer to
Citigroup Inc. and its consolidated subsidiaries.

Additional information about Citiproup is available on Citi's Web site
at wwwiitigroup com. Citigroup's recent annual mports on Fom 10-K,
quartedy reports on Forrn 10-Q, proxy staternents, as well as other filings
with the SEC, are available free of charge through the Citi's Web site by
clicking on the “[nvestors" page and selecting "All SEC Pilings." The SECS
Web site also contains curmnt repods, information statements, and other
information regarding Giti af wwwisec.gov.

Within this Form 10-K, please refer to the tables of contents on pages 3
and 129 for page mferences to Management's Discussion and Analysis of
Finarcial Condition and Results of Operations and Notes to Consolidated
Financia! Statements, respectively.

4 December31, 2011, Giti had approximately 266,000 full-time
employess compared to approximately 260,000 full-time employees at
Decernber 31, 2010.

Please see “Risk Factors™ below for a discussion of
certain risks and uncertainties that could materially impact
Citigroup’s financial condition and results of operations.

Gertain reclassifications have been made to the prior periods' financial
statements to conform to the curmnt period's presentation.
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As described above, Citigroup is mmanaged pursuant to the following segments:

CITIGROUP}SEGMENTS
|

* Brokerage arxd Asset - Treasury
Management - Operations and
- Primarily includes technology
investment in and - Global staff
associaled eamings functions and other
from Morgan corporale expenses
- S;ariey ,S_m'ﬂh m - Discontinued
Regional Consumer « Securities and . Reg‘ﬂ,!&',},;?,e“e operalions
Banking {(RCB) in: Banking investments
- Invesiment «Local Consumer
« North America barking Lending
+EMEA - DebX and equily - Corsumer finance
« Latin America markels (including lending: residential
* Asia prime brokerage) and commercia
-Lending real estale;
Consisting of: - Privale equity personal; and
* Retail banking, local - Hedge funds consumer branch
commercial banking - Red estdle lending
and branch-based - Structured - Relal pariner cards*
financial advisors; oducts - Centain infemnational
- Residential real - Private Bank consumer lending
estale - Equily and fixed (including Westem
- Assel managemerd ncome research Europe retal
in Latin America *Transaction Services banking and cards)
« Cti-branded cards - Treasury and trade « Special Asset Pool
in North America, soltions - Certain institutional
EMEA, Latin America - Securities and fund and consumer bank
and Asia services porfolios

* Eftoctive i the first guarter of 201 2, Citd witl transter the substantial magority of the retail partner cards business approximately $45 betlion of assets, ncyding approximatel $41 billion of koans) from Cit
Holings — Loeal Consymer Lending %> CRGOI—North Amancs ACB.

The following are the four regions in which Citigroup operates. The regional results are fully reflected in the segment results above.
CITIGROUP{ REGIONS®™

B R

1) Morth America inclides e US| Canada and Puert Rico, Lati Amarivs inciudes Mexioo, and Ags iscludes Japan.

OPP008471



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS

EXECUTIVE SUMMARY

Market and Economic Environment
During 2011, Citigroup remained focused on executing its strategy of growth
through increasing the mturns on and investrents in its cote businesses of
Giticorp—lobad Conswmer Banking and Institutional Clients Group—
while continuing te educe the assets and businesses within Citf Holdings in
an economically rational manner, Whike Citicontinued to make progress
in these areas during the year, its 2011 operating tesults were impacted by
the ongoing challenging operating environment, particulardy in the second
half of the year, as macroeconomic concerns, including inthe US. andthe
Burozone, veighed heavily o investor and corporate confidence. Market
activity was down globally, with a particular impact on capital markets-
related activities in the fouth quatter of 2011. This affected Citigroup's
results of operations in rany businesses, including net only Securities and
Banking, but also the Securities and Fund Services business in Transaction
Services and investment sales in Global Consumer Banking. Citi believes
that the Buropean sovereign debt crisis and its potential impact o the glebal
markets and growth will likely continue to create macro uncedainty and
rernain a0 issue until the madeet, investors and Citi's clients and cugomers
believe that a comprehensive resolution to the crisis s structured, and
achievable. Such uncertainty could have a continued negative impact on
investor activity, and thus on Giti's activity lewels and msults of operations,
in 2012.

Compounding this continuing macroeconomic uncertainty is the
ongoing uncertainty facing Citigroup and s businesses as a result of
the numerous regulatory initiatives underway, both in the U8, and
internationally. As of Decernber 31, 2011, negulatory changes insignificant
areas, such as Giti's furure capital requirments and prudential standards, the
proposed irnplementation of the “Volcker Rule" and the proposed regulation
of the derivatives markets, wer incomplete and significant rukernaking and
interpretation remained. See “Risk Ractors—Regulatory Risks” below: The
continued uncertainty, including the potential costs, associated with the
actual implementation of these changes will continue to require significant
attention by Citi's managernent. In addition, 1t s also not clear what the
cumnulative impact of regulatory reforr will be.

2011 Summary Results

Citigroup

Citigroup reported net incorne of $11.1 billion and diluted BPS of $3.63 per
share in 2011, compared to $10.6 billion and $3.54 pershare, respectiwely,
in 2010. 1n 2011, results included a net positive impact of $18 billion from
credit valuation adjustments (CVA) on derivatives (excluding monolines),
net of hedges, and debt valuation adjustments (DVA) on Citigroup's fair
value option debt, compa=d to 2 net negative impad of $(469) million in
2010. In addition, Citi hasadpusted its 2011 msults of operations that wem
previously announced on January 17, 2012 for an additional $209 million
{after tax) charge. This charpe relales to the agreement in prirciple with
the United States and state attorneys general announced on February 9,
2012 regarding the settlement of a number of investigations into residential
loan servicing and odgination litigation, as well as the msolution of related
mortgage litigation (see Notes 29, 30 and 32 to the Consolidated Financial
Staternents). Excluding CVA/DYA, Citl's net income declined 952 million, or
9%, o $9.9 billion in 2011, reflecting lower ewenues and higher operating
experses as compared to 2010, partially offset by a significant decline in
credit costs.

Citi's revenues of $78.4 billion wer down $3.2 billion, or 10%,
compared to 2010. Excluding CWA/DW, revenues of $76 5 billion were down
$10.5 billion, or 12%, as lower revenues in Giti Holdings and Securities
and Rankamg mote than offset growth in Global Consumer Banking and
Transaction Services. Net interest reveniues decreased by £5.7 billion, or 11%,
to $484 billion in 2011 ascomparted to 2010, primarily due to continued
declining loan balances and lower interest-earning assets in Giti Holdings.
Non-interest revenues, excluding CVA/DVA, declined by $4 8 billion, or 15%,
to $28.1 billion in 2011 ascompared to 20190, driven by lower revenues in Citi
Holdings and Securiics and Banking.

Because of Citi's extensive global operations, foreign exchange translation
also impacts Citi's results of operatiors as Citi translates revenuss, expenses,
loan balances and other metrics from foreign curencies to US. dollas in
preparing its financial staternents. During 2011, the U S. dollar generally
depreciated versus local currencies in which Citi operates. As a esult, the
impact of fomignexchange transtation (as used througheut this Romn 10-X,
FX translation) ascounted for an approximately 1% growth in Citi's revenues
and 2% growth inexpenses, whik contributing less than 1% to Citi's pretax
net income for the year
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Expenses
Gitigroup expenses were $50.9 billion in 2011, up $3 6 billion, or 8%,
compared to 2010, Over two-thirds of this increase resulted from higher legal
and related costs (approximately $1.5 billion) and higher pasitioning
charges (approximately $200 million, including severance) ascompared to
2010, as well as the impact of F¥ translation (approximately $800 million).
Excluding these items, expenses were up $1.0 billion, or 2%, comparted to the
prior year.

Investroient spending was $3 .9 biltion higher in 2011, of which
roughly half was funded with efficiency savings, primarily in operations
and technology, labor renginesring and business support functions
(e.g, callcanters and collections) of $1.9 billion. The $3 .9 billion
increase in investrment spending in 2011 included higher imestments
in Global Consumer Banking (316 billion, including incemental
cards marketing campaigns and new branch openings), Secsarsies
and Banking {approximately $800 millien, including new hires and
technology invesrnents) and Transaction Sarvices {approximately §600
million, including new mandates and platfor enhancements), as vell 2
additional firm-wide initiatives and investrents to comply with regulatory
requiements. All ather expense increases, including higher volume-
related costs in Giticorp, were more than offset by 2 decline in Citi Holdings
expenses, While Citi will continue some lewel of incremental investment
spending in its businesses going forward, Citi currently believes these
inceases in investrnents will be seff-funded through ongoing reengineering
and efficiency savings. Accordingly, Giti believes that the increased lewel of
investment spending incurred during the latter pant of 2010 and 2011 was
lazgely completed by yearend 2011

Giticorp expenses were $39.6 billion in 2011, up $3.5 billion, or 10%,
comparted fo 2010. Oser one-third of this increase resulted from higher kgal
and melated costs and higher repositioning charges (including severance) as
compared to 2010, as well as the impact of FX trarslation. The remainder
of the increase was primarily driven by investruent spending (as described
abow), partially offset by ongoing productivity savings and uther experse
reductiors.

Citi Holdings expenses were $3.8 billion in 2011, down $824 million,
or 4%, principally due to the continued decline in assets, partially offset by
higher legal and related costs.

Credit Cosls

Credit trends for Gitigroup continued to improve in 2011, patticularly for
Giti's North Ameréca Giti-branded and retail partner cards businesses, as well
a8 its North America mortgage potfolios in Citi Holdings, although the pace
of improvemnent in these businesses slowed. Citi's total provisions for credit
losses and for benefits and claims of $12.8 billion declined $13.2 billien, or
51%, from 2010, Net credit losses of $20.0 billien in 2011 were down $108
billion, or 35%, wflecting improversent in both Consurer and Cotporate
credit trends. Gorsumer net credit losses declined $10.0 billion, or 35%, to
$184 billion, driwen by continued improvernent in credit in North Amervca
Citi-branded cards and retail partner cards and North Amervca real estate
kending in Giti Holdings. Corporate net cedit losses decreased $810 million,
or 33%, to $1.6 billion, as credit quality continued to impmve inthe
Corporate portfalio.

The net release of allowance for loan losses and unfunded lending
commitments was $8.2 billion in 2011, comparedto 2 net release of
$5.8 billion in 2010, Of the $8.2 billion net reserve release in 2011, 5.9
billion related to Consumer and was mainly driven by North Amervca Gitr-
branded cards and mtail partner cards. The $2.3 billion net Corporate reserve
melease reflected continued iraprovernent in Corporate credit trends, partially
offset by loan growth,

Mo than half of the net ciedit reserve release in 2011, or$4.8 billion,
was attibutable to Citi Holdings. The $3.5 billion net credit mlease in
Citicorp increased from $2.2 billion in the prior yeag, as 2 higher net elease
in Giti-branded cards inNorth America was partially offset by lower net
releases in international Regional Consumer Banking and the Corporate
pottfolio, each driven by loan growth.
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Capiial and Loan Loss Reserve Positions

Citigroup's capital and loan loss resarve positions rernained strong at year
end 2011, Citigroup's Tier 1 Capital ratio was 13.6% and the Tier 1 Common
ratio was 11.8%.

Citigroup's total allowance for loan losses was $30.1 billion at year end
2011, or 4.7% of total loans, down from $40.7 billion, o1 6.3% of total loans,
at the end of the prior yeat The decline inthe total allowance for loan
losses reflected asset sales, lower non-accrual loans, and owerall continued
improvernent inthe cedit quality of Citi's loan potfolios. The Consumer
allowance for loan losses was $27.2 billion, or 6.45%, of total Consumer
loans at yearend 2011, compared to $35.4 billion, or 7.80%, of tolal
Gonsurner loars at year end 2010, See details of "Credit Loss Experience—
Allowange for Loan Losses” belowfor additional information on Citi's loan
loss coverage ratios as of December 31, 2011,

Gitigroup's non-accrual loans of $11.2 billion at yearend 2011 declined
42% from the prioryear, and the allowance for loan losses represented 268%
of non-accrual loars,

Citicorp

Giticorp ret income of $14.4 billion in 2011 decreased by $269 million, or
2%, from the priorvear. Excluding CVA/DVA, Citicom's net incorne declined
$1.6 billion, or 10.6%, to $13.4 billion in 2011, reflecting lower revenues and
higher operating expenses, pattially offset by the significantly lower credit
costs. Ava and Latin America contibuted roughly half of Citicop s net
income for the year.

Giticorp resenues were $64.6 billion, down $980 millien, or 2% from
2010. Excluding CW/DW, mvenues of $62.8 billion were down $3.1 billion,
ot 5%, ascompared to 2010. Net interest revenues decreased by $450 million,
or 1%, to $38.1 billion, as lower revenues in North Americe Regronal
Consumer Banking and Securities and Banking moe than offset growth
in Latin Amarica and Asig Regional Consumer Banking and Fransaction
Services. Non-interest revenues, excluding CYA/DVA, declined by $2.7 billion,
or 10%, to $24.7 billion in 2011 as compared to 2010, driven by lower
tevenues in Seaurdics and Banking.

Global Consumer Banking revenues of $32.6 billion vere up
$211 million year-over year, ascontinued growth in Asiz and Latin America
Regtonal Consvmer Banking was pattially offset by lower ewenuesin
Novth America Regional Consumer Banking. The 2011 results in Global
Gonsumer Banking included continved momentum in CRi' inkernations!
regions, as well as early signs of growth in its North Amersca business:

* International Regional Consumer Bankmg wenues of $19.0 billion
were up 8% year-over-year (5% excluding the impact of FX translation).

¢ International average leans were up 15% and average deposits grew 11%
(113 and 8% excluding the impact of FXtranslation, respectively).

* International card purchase sales grew 19% (13% excluding the irupact of
FXtranslation),

¢ Aswz achieved positive operating leverage (with year-ower-year revenue
growth in excess of expense growth) in the third and fourth quaers of
2011, and Lattn America actieved positive operating leverage inthe
fourth quatter.

* North America Reptonal Consomer Banking grew revenues, card
accounts and card loars sequentially in the second, third and fourth
quarters of 2011,

Securities and Banking revernges of $214 billion decreased 7% wear
overyeas Bxcluding CWDVA (for details on Seceaiies and Banking CW/
DVA amounts, see “Insitstional Clenls Group—Securities and Banking”
below), revenues were $19.7 billion, down 16% from the prior year, due
primarily to the continued challenging macroeconomic envitonment, which
resulted in lower revenues across fived incore 2nd equity markets as well as
investment banking.

Fixed income markets mvenues, which constituted over 50% of Secuirdies
and Banking rewenves in 2011, of $10.9 billion, excluding CWDVA,
decreased 24% in 2011 as compared to 2010, driven primarily by 2 decline
in ceedit-rlated and securitized products and, to a lesser extent, a decline
in rates and curmncies. Equity markets revenues of $24 billion, excluding
CVA/DVA, were down 35% yearower-year mainly ddven by weak trading
performance inequity derivatives as well as losses in equity proprietary
trading resulting from the wind down of this business, which was complete
as of December 31, 2011. Investment banking revenues of $3 3 billien
vere down 14% in 2011 as compared fo 2010, driven by lower market
activity levels across all products. Lending revenues of $1 8 billion were up
$840 million, from $962 million in 2010, primarily due to net hedging gains
of $74 million in 2011, as cormpared to net hedging loswes of $711 million in
2010, driven by spread tightening in Citi's lending portfolio,

Transaction Services wvenues wem $10.6 billion in 2011, up 5% from
the ptior year, driven by growth in Treasury and Trade Solutions as well as
Securities and Fund Services. Revenues grew in 2011 in all international
regions as strong growth in business volumes was partially offset by
cantinuad spread corpression. Average depesits and other custorner
liabilities grew 9% in 2011, while assets under custody remained relatively
flat year overyear,

Citicorp end of period loans incmased 14% in 2011 to $465 4 billion, with
7% gowth in Consumer loans and 24% growth in Corporate Joans.

OPP008474



Citt Holdtngs

Citi Holdings' net loss of $(2.6) billioriin 2011 improved by $1.6 billion
as compared to the net loss in 2010, The mprovernent in 2011 reflected 2
significant decline in credit costs and lower operating expenses, given the
continued decline in assets, partially offset by lower reenues,

While Giti Holdings' impact on Giti has beeni declining, # will likely
continue to present a headwind for Citi's overall peformance due to, among
other factors, the lower percentage of interest-earning assets emaining
in Giti Holdings, the slower pace of asset reductions and the transfer of
the substantial majority of retail partner cards out of Citi Holdings into
Giticotp—~North America Regtonal Consumer Banksng in the first quarer
of 2012, During the fist quarter of 2612, Giti will republish its historical
segment reporting for Citicorp and Giti Holdings to reflect this transfer in
prior periods, The adjusted net loss in Citi Holdings for these historical
periods will be higher than previously meported, 4s the mtail pattrer cards
business in Local Constmer Lending was the prirary soumce of profitability
in Citi Holdings.

Giti Holdings' mvenues daclined 33% to $12.9 billion from the priot year
Net interest revenues decreased by $4 5 billion, or 30%, to £10.2 billion,
primarily due to the decline in assets, including lower interest-earning assets
in the Special Asset Pool. Non-intermst revenues declined by $1.9 billion, or
42%,10$2.6 billion in 2011, driven by lower gains on asset sales and other
revenue marks as compared to 2010, as well as divestitures.

Citi Holdings' assets declined $90 billion, or 25%, to $269 billion at
theend of 2011, although Citi believes the pace of asset wind-down in Giti
Holdings wil] decrease going forward. The decline during 2011 mflected
nearly $49 billion in assst sales and business dispositions, $35 billien in
ret rurroff and amortization and approximately $6 billion in net cost of
credit and net asset marks. As of December 31, 2011, Zocal Conswmer
Lending continued to represent the largest segrment within Giti Holdings,
with $201 billion of assets. Over half of Zocal Consumer Lending sssets,
or approximately $109 billion, were wlated to North America real estate
kending. &s of Decemnber 31, 2011, there were approximately $10 bitlion
of foan loss meserves allocated to North America real estate lending in Giti
Holdings, representing roughly 31 months of coircident et credit oss
coverage,

Atthe end of 2011, Citi Holdings assets comprised approximately 14%
of total Gitigroup GAAP assets and 25% of its risk-weighted assets. The first
quatter of 2012 trarsfer of the substantial majority of the miail pattnercards
business {approximately $45 billion of assets, including approximately
$41 billion of loans) will result in Citi Holdings comprising approximately
12% of total Citigroup GAAP assets and 21% of risk-weighted assets.
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RESULTS OF OPERATIONS

FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA~PAGE 1 Cltigroup Inc. and Consofidated Subsidiaries
i rrtions of coltars, sxcept per-shars amounts, rats and direct staff 2011 & 21 gem 2008™ 2008 2007
Net interest ravenus $ ABM7 0§ 54186 0§ 48496 0§ 53366 § 45300
Non-interast revenus 20,808 32415 31,789 {1,767} 32,000
Revenues, net of interest expense $ 78853 § 86501 $ 80285 § 51598 § 77,300
Operating expenses 50,933 47375 47,822 69,240 58,737
Provisions for credt losses and for benefits and claims 12,796 26,042 40,262 34,714 17,917
Income {loss) frem continuing operations before income taxes $ 14824 ¢ 13184 0§ (7799 § (52358 § 646
Income taxas benefits) 3521 2,233 (6,733) (20,326} (2,546)
Income (loss) frem continuing operstions $ 14108  § 10,951 $§ (10660 § (32029 § 3182
Income (loss) from discontinued oparations, net of taxes® 112 {68) {445) 4,002 708
Net income (loss) before attribution of noncontrolling interests $ 11215 § 10883 § (51 0§ (@802 0§ 3900
Net incoma {loss) attibutabie to noncontrolling interests 148 281 95 {343) 283
Citigroup's net income (loss} $ 11067 ¢ 10602 § (1606) § (27684 § 3617
less:

Pretarrad dividen ds—Basic $ 26 $ g $§ 2988 § 1695 ] 28

Impact of the conversion price reset related to the $12.5 billion

convertible prefamed stock private issuance—Basic —— — 1,285 — —
Praferred stock Serles H discount accretion—DBasic — — 123 37 -
Impact of the public and private prefemed stock exchange offer B — 3,242 — —

Dividends and undistributed eamings aflocated to employae rastricted
and deferred shares that contain nonforfeitable rights to dividends,

applicable to Basie EPS 186 a0 2 221 261
Income (loss) alfocated to unrestricted comman shareholders for Basic EPS $ 1085 § 10503 § (82460 § (29637 § 33
Less: Convertibla preferred stock dividends® — — {540) ®B7hH -

Adkd: Interest expense, net of tax, on convertible sacurldes and
adustment of undstribited earnings aliocated to smployes
restricted and deferred shares that contain nonforfeitable rightsto

dividends, appiicable to diluted EPS 17 2 — — —
Income (loss) allocated to untestricied common shareholders tor diluted EPS® $ 10872 § 10585 § (8706) § (287600 § 3320
Earnings per share®
Basic
Income §oss) from continuing oparations 389 3.66 {7.61) {63.89) 6,32
Net income {loss) 378 3.65 {7.99) (56.29) 6.77
Dituted ®
Income §oss) from continuing operations $ 358 ¢ 155 ¢ (F61) 0§ @®I8ey  § 5.30
Net incoma {loss) 388 3.54 {7.99) {56.29) 6,74
Dividends declared jer common share 0.03 .00 0.10 11.20 21.60

Statement continues on the next page, including nofes to he table.
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FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA-PAGE 2 Citigroup Ine. andt Consclidated Subsidaries

f iltns of doliars, axcapt per-shars amounts, raties ang direct staff 20011 ® 20109 20097 2008 2007®
At December 31
Total assets $1.873878 319013807  $1856,646  $1938470 32,187,480
Total daposits 865,858 844,968 935,903 774,185 926,230
Long term dett §28,505 381,183 364,018 359,593 25112
Mandsatorily redesmable securitie s of subsidiary trusts §ncluded In fong-term dett) 18,057 18,131 19,345 24,060 23,756
Common stockholders' equity 177,484 163,156 152,388 70,966 113,447
Total Citigroup stockholders' squity 177,806 163,468 152,700 141,630 113,447
Diret staff fin thousands) 266 260 265 323 375
Ratios
Retum on avarage common stockholders’ equity™ 8.8% 6.8% (9.4)% (28.81% 2.9%
Retum on average total stockholders’ equity® 6.9 6.8 {L1) (20.9) 3.0
Tier 1 Common ® 11.80% 10.75% 9.60% 2.30% 5.02%
Tier 1 Capital 1355 1291 167 11.92 7.12
Total Capital 16.99 1859 15.2% 15.70 10.70
Leverage® 749 .60 6.87 6.08 4.03
Common ockholders’ equity to assals 8.47% 8.52% 8.21% 3,66% 5.19%
Total Cligroup stockholders' eguity to assets 9.49 8.54 8.22 7.3 519
Dividend payout rati o8 0.8 NM N NM 3205
Book valse per common share® $ 8®I 9§ 515 § 5350 0§ 130N § 22712
Ratlo of eamings to fixed charges and preferred stock dividends 150x 1.51x N Nis 1.01x
0 As noted 1 e *Bmcutve Summary” skowe, Ot has adjusted s 2011 rasults of opatations thatwaits prevbusly announced o January 17, 201 210 an addhiohal $209 millon (ofor ta ohargs. This chiage mlates b

the agrament It priacipe with the Uinied Staies and stak atiorneys geneds! announced on February 8, )12 regaciing the settiement of & number of investigatioas i residential ban servicing and origindon

IRigabon, a5 well 4 the resolution of elated marigage Hipation. The impact of these adjustments was 2 3275 milin (retay) Rorase in Oiber dparaiing expanses, 2 3209 milon (afer12) eduction in Nef icomg

and 33005 after-ta) reduction in iad earnings per sha, Tor the Tull yosr of 2011, Seo Notes 29, 30 and 32 to the Uonsolidated Financial Stalements
@ On Januay 1, 2010, Cithroup adopiad SFAS 1684167 Prior pariods hawe not heen restaled & the stanoands were adopted pospectiely See Note 110 the Consolidaled Financial Saaments.

3 On Janusey 1, 2009, Citigroup adopted SFAS No, 160, Awnoontinting itarasts in Consoldated Anancsl Stafements (aw ASC 810-10-45-16, Consokdgibn

@

5]
5
4]
)

{10y

- Noncortwikng Inerest i @ Sybsiciary, and FSP EITF
03-6-1, *Determining Whether Instruments Granied in Share-Based Payment ransactions Are Particigatiog Securities” fow ASC 250-10 45-50A, Eamings Par Share: Pariicipaling Securtis ard ifa Two-Clgss
Mothod All prioe parnds have teen restated to coniorm 10 the carrent perod's presstation.
Dioonting opsrations r 2007 1 2009 milect the sale of N Comlial Sacurkias to Sum omo Misyl Banking Corparation, the saie of CRQIUPS German relail banking operations 1 Cradk Mutuel, ad the sak
of ChiCapal’s equipment finance unk to General Blediric Discontinued operions for 2007 1 2010 also ol the operations and associied gain on sak of Cligroup's Traweass Like 3 Annuity, Substantialy al of
Crigrmup's inlerma baal isurance business, and Cligroup's Argentine pension business sokd 12 MetLil Inc. Discontinued apeations for the second half of 2010 2so reflect the sak of The Stedent Losh Corporaton
and, for 2011, primany reflact the sale of the Eng Banking PLC cedit car business. See Note 3 6 the Consolidated Financial Statements.
The divied EPS calcuiatpn for 2000 and 2008 ulikzes bastc shares and inoome albcatad 1 unarstricd comman stockholders Basiar dus 1 e negatie income alaca®d 1o urmestnetad commn stockholdes
Using dinted shams and Roome alocated o ynresiricled common siockholders Dilvted) would result i apti-giluton
Al per Share amounts ang Crigraup shates cuistandiog r afl perids fect CRomups 1-0r-10 Bvorse Stock splt, which was efective kay €, 2011
The etutn O avraye cOMMER Stckhobiers’ equity is calculalod using net Income kss peferrad stockdidends diided by avge common stockhokiess’ equky The return on awrage bl Cibgoup stockhobers’
aquity is calouiated using net incoime divided by avenge Citigoup stociholders” squity
As definest by the banking reguiators, the Tler 1 Common ratiy repesents Tier 1 Capital less qualfying perpetual pstared sinck, qualitying RGRCORIORAG itemsts in subsdianes and gualtying mandanilty mieemsble
securkios o subsidlry tasisdivited by rfisk-woighted assets
The teverage rat mpresents Tier 1 Caplal divided by adjusted aetage sl assets.
Dividends deciued per commen share 85 & pRMentage of ek ncome per dilved shar

N Not meaningfyl
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SEGMENT AND BUSINESS—INCOME (LOSS) AND REVENUES

The following tables show the income (loss) and revenues for Citigroup on 4 segment and business view:

CITIGROUP INCOME (LOSS)
% Change % Change
In mittions of dollars 2011 2010 2009 2011 vs. 2010 2010vs 2009
Income (oss) from contlnuing operstions
CITICORP
Global Consumer Banking
Nerth America $ 2589 § 650 $ 789 NM (18)%
EMEA 79 al {220y {13)% NM
Latin America 1,601 1,789 429 113)] NM
Asia 1,827 213 1,391 {10) 53
Total $ 6,196 § 4,661 § 2,389 33% 95%
Saciurities and Banking
North Ameérica $ 1811 § 2465 § 2383 59)% 4%
EMEA 2,008 1,805 3414 11 @n
Latin America ar8 1,061 1,558 {10) 39)
Ask 908 1,138 1,854 21) {39}
Total § 4,065 § 6,498 § 3195 (25)% 29)%
Transaction Services
North America $ A7 $ 529 $ 609 (16)% 1%
EMEA 1,142 1,225 1,299 (£4) 6)
Latin America 845 664 B16 ® 8
Asta 1,178 1,255 1,254 (4] —
Total $ 3,407 § 3673 § 37718 % B)%
Institutional Clients Groug $ 8,802 $10,172 § 12,973 {18)% {22%
Total Citicorp $14,408 $14,833 $ 15,362 2)% 3%
CITI HOLDINGS
Broksrage and Asset Management $ (286p § (226) % 685 2n% NM
Locs! Consumer Lending {2,834) {4,988y (10,484) 43 62%
Spacial Assel Pool 508 1,158 {5,425) {49) NM
Total Gili Holdings ${2524 $44.056 § {9059 38% 55%
Corporate/Other $ (B1y § 174 3 {7,369 NM NM
Income {loss) from continuing operations $11,103 $10,951 $ {1,066} 1% NM
Discontinued oparations $ N2 § (68 $ (445
Net income aftributabie to noncontrolling interests 148 281 95 {41)% NM
Citigroup’s net income (loss $11,067 $10,602 $ (1,606} 2% NM
18 Mot meaning il
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CITIGROUP REVENUES

% Change % Change
{n itions of colars 2011 2010 2008 2011 vs. 2010 2010 vs. 2009
CITICORP
Wobal Consumer Banking
North America $138614 $14,790 § 8575 8% 72%
EMEA 1,479 1,503 1,550 2 {3
Latin America 9433 8,685 7,883 ] 10
Asia 8,008 7,396 6,748 8 10
Total $32585 $32,374 § 24,754 1% 31%
Securities and Banking
North Amsrica $7558 $ 9395 3 883 20)% 5%
EMEA 7,221 6,849 10,056 5 (32)
Latin America 2,384 2,547 3435 Y] (26)
Asia 4,274 4,326 4,813 {1) (10)
Total $A M7 $23115  § 2740 Mm% {(15)%
Transaction Services
North America $ 242 § 2485 § 2525 2)% 2%
EMEA 3,498 3,356 3,389 4 )
Latin America 1,705 1516 1,391 12 k]
Asiz 2,99 2,714 2,513 8 8
Total $10,569 $10,071 § 9818 5% 3%
Instinutiong! Clients Group $31,988 $33,186 § 36,958 A% (10)%
Total Citicorp $64571 $65,560 § 61112 2% 8%
CITI HOLDINGS
Brokarage and Asset Management $ 282 § 609 $ 14,623 64)% (96)%
Local Consumer Lending 12,087 15,826 17,785 24 [£h))
Spedial Asset Pool 547 2852 3,260) &1 NH
Total CHti Holdings $12,808 $19,287 § 29128 {33)% (34)%
Corporate/Other $ 888 $ 1,754 $ (10,555) {49% M
Total net revenues $78,853 $86,601 $ 80,285 (100% 8%
N Rt mesningl
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CITICORP

Citicorp is Citigmoup's global bank for consumers and businesses and tepresents Giti's cote franchises. Giticorp is focused on providing best-in-class products
and services to customers and kveraging Citigroup's unparalleled global netwosk. Giticorp i physically present in approximately 100 countries, many for
over 100 vears, and offers services in over 160 countries and jurisdictions. Citi believes this global network provides a strong foundation forservicing the broad
financial services needs of large multinational clients and for mesting the needs of retail, private banking, commercial, public sector and institutional clients
around the world. Citigroup's global footprint provides coverage of the world's emerging economies, which Citi continues to beliew represent 2 strong area of
growth. At December 31, 2011, Giticorp had approximately $1.3 tsillion of assets and $797 billion of deposits, representing approximately 70% of Citi'stotal
assets and approximately 92% of its deposits.

4t December 31, 2011, Citicomp consisted of the following businesses: Global Consumer Banking (which included retail banking and Giti-branded cards in four
regions—North America, BMEA, Latin America and Asiz) and bustibutionsl Clients Grorp {(which included Sacareties and Banking and Transaction Services)

% Change % Change

tn miflions of dofiars 2011 2010 2009 2011 vs. 2010 2010 vg 2008

Nat interest revenue $38,135  §38585  $34197 {1)% 13%

Nori-interest revenue 26,436 26,975 27,515 {2) {2)
Total revenues, net of interast axpense $64,571 $65,560 $61,712 )% 6%
Provisions for credit losses and for benetits and claims
Net cradit lossas $ 8,307 $11,789 § 8155 30)% 2%
Crodit reserve bulld felease) {3,544) (2187) 2,715 (64} NM
Provision for loan losses $ 4,788 $ 962 $ 8870 {(50)% 8%
Provigion for benefits and claims 152 151 164 1 8)
Provision for unfunded len ding commitments R’ 32) 138 NM NM
Total provisions for credit losses and for benefits and claims $5007 39741 $ 9,172 {49)% £%
Tots! oparating sxpenses $39¢,620 $36,144 §32,608 10% 1%
Incoms from continuing operations hefore faxes $19,044 $19,675 §19,842 1% 1%
Provisions for income taxes 5,448 4,842 4,480 12 8%
Income from continuing operations $14,408 $14,833 $15,362 1% 3%
Net income attributabie to noncontrolling interasts 56 122 68 (54) 79
Citlcorp’s net Income $14,442 $14,711 415,294 {2)% 4%
Balance sheet data (in bilfons of doffars)
Totai EOP assets $1818 ¢ 1284 $ 1,138 3% 13%
Average assels $13%8 § 1257 $ 1,088 8% 16%
Tolal EOP deposits 1971 760 734 § 4
NM ot meaninglut
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GLOBAL CONSUMER BANKING

Global Constimer Banking (GCB) consists of Citigroup's four geographical Regtonal Constmer Banking (RCB) businesses that provide traditional banking
services to retail customess. As of Decernber 31, 2011, GCB also contained Citigroup's branded cards and local commenial banking businesses and, effective

in the first quatter of 2012, will also include its retail partner cards business, GCB is 4 globally diversiied business with neary 4,200 branches in 39 countries
around the world. At Decernber 31, 2011, GOB had $340 billion of assefs and $313 billion of deposits.

% Change % Changs
fn rélioos of collars 2011 2010 2008 2011 vs.2010 2010 vs. 2008
Net interest revenue $23,000 $23.184 $16,353 _— 42%
Non-interest revenue 8,465 9,190 8401 3% 9
Tolal revenues, net of inferest expense $32586 $32,374 §24,754 1% 31%
Total operating expenses $18,838 $16,547 $15125 14% 9%
Nat cradit losses $ 7088 $11.216 $ 5,395 3% M
Cradit resarve tuild {releass) (2,988) {1,541} 1,823 (84) NM
Provisions for unfunded fending commitments 3 {3 — NM —
Provigion for benefits and claims 152 151 164 1 8)%
Provisions for credt losses and for benefits and claims $ 4,855 § 9,823 $ 7,382 51)% 3%
Incoma §oss) from continuing operations before taxes $ 8,797 § 6,004 § 2,247 ar% NM
Income taxes benefits) 2,801 1,343 {142) 24 NM
Income (loss) from continuing operations $ 6,186 § 4661 § 2388 33% 5%
Net income §oss) attributable to noncontrolfing interests — {9 e 100 —
Net income (loss) $ 8,198 § 4,670 $ 2,389 33% 45%
Auerage assets {in hilfions of dollars) $ 335 $ 309 $ 242 8% 28%
Retum on assets 1.85% 1.51% 0.9%9%
Total EGP assats $ 30 § 328 § 255 4 23
Auarage deposits fin bifions of doflars) 311 295 275 5 7
Net credit losses as a percentage of average loans 8.26% 511% 3,62%
Revenue by business
Retalt banking $16,228 $15,767 $14,782 3% 7%
(Citi-branded cards 16,356 16,607 8972 (2) 67
Total $32,585 $32,374 §24,754 1% 31%
Income (loss} from continuing operations by husiness
Retall banking $ 2528 § 3,082 $ 2397 (18)% 29%
Citi-branded cards 3867 1579 2 NM NM
Total $ gt% § 4661 $ 9389 33% 35%
_
N Mot meaningtul
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NORTH AMERICA REGIONAL CONSUMER BANKING

North America Regional Consvmer Banking (NA RCB) provides traditional banking and Citi-branded card services to retail customess and small to mid-size
businesses irithe U8, Effective in the first quarter of 2013, N4 RCB will also include the substantial majority of Giti's retail partner cards business, which will
add approximnately $45 billion of assets, including $41 billion of loans, to NA RCB. N4 RCB's 1,016 setail bank branches and 12.7 millien customer accourts,
as of December 31, 2011, are largely concentrated in the greater metropolitan areas of New York, Los Angeles, San Francisco, Chicago, Miami, Washington, D.C,,
Boston, Philadelphia and certain larger cities in Texas. 4 December31, 2011, N4 RCB had $38.9 bitlion of retail banking loars and $148 8 billion ¢f deposits.
In addition, Al RCB had 22.0 million Giti-branded credit card ancounts, with $75.9 billion in outstanding card loan balances.

% Change % Changs
in millons of dollary 2011 2010 2009 2011 vs, 2010 2010 vs. 2008
Net Interest revenue $10,367 11,218 § 5,206 8% NM
Non-interest revanue 3247 3,574 3,369 {9) 5%
Total revenues, net of interest expanse $13614 £14,790 § 8575 8% 72%
Total operating expenses $ 7329 $ 6163 § 5890 19% 5%
Net credit losses $ 498 $ 8,019 $ 1152 (38)% NM
Credit reserve build (retaase) (2,740) (312 527 NM NM
Provisions for benefits and claims 2 24 50 @) 62)%
Provisions for loan losses and for benefits and daims $ 2,281 § 770 $ 1,729 )% NM
Incoma from continuing operations bafore taxes $ 4054 § 896 956 NM B)%
Incoma taxes 1466 246 167 NM 47
Income from continuing operations $ 2589 $ 650 § 788 NM (19)%
Net Income attributabla to noncontroliing interests — — — —_ —
Net income $ 2580 $ 650 § 789 NM (18)%
fverage assets fin biflions of doliars) $ 123 $ 119 $ 73 3% 63%
Avarage deposits fin bilfions of dollars) 146 145 141 — 3
Net credit losses as a percentage of average loans 4.80% 7.48% 2.43%
Revenus by business
Retait banking $ 5111 - §53% $ 523 % 2%
Citi-branded cards 8503 9,465 3,339 {10) NM
Total $13814 $14,790 3 2575 % 72%
Income (loss) from continuing operations by businass
Retail banking $ 488 $ 762 § 751 {38)% 1%
Citi-branded cards 2,101 {112) 38 NM NM
Total $ 2580 § 850 § 789 NM (18)%
Total GAAP revenuss $13814 $14,790 $ 8575 @)% 72%
Nat impact of cradit card securitizations activity ™ — e 6,672
Total managed revenues $13614 414,730 $15,247 B)%
Total GAAP net credif losses $ 4949 § 2019 $ 1,152 (38)% NM
Impadt of credit card sacuritizations actvity ™ — — 6,931
Total managed net credit losses $ 4,049 $ 8,018 3§ 8,083 1%
M See Mo 1 b the Consoitiated Fnancial SBMents 1or a dicyssion of the impact of SFAS 166/167
N Mot measiagiyl
2011 vs, 2010 Revenyies decreased 8% mainly due to lower net interest margin and loan
Net meome increased $1.9 billion as compared to the pror year, driven by batances in the Citi-branded cards business as well as lower mongage-related
higher loan loss teserve releases and an improvement in net credit losses, venues, primarily relating to lower refinancing activity and lower margins

panly offset by lower revenues and higher expenses. Citi does net expect the as compared to the pdor year
same kvel of loan loss meserve eleases in N4 RGB in 2012 as it believes eredit
costs inthe business hawe generally stabilized
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Net snterest revenie decreased 8%, driven primarily by lower cards net
interest margin which was negatiwely irpacted by the look-back provision of
The Cdit Card Accountability Responsibility and Disclosuse Act {CARD Act).
Js previously disclosed, the look-back provision of the CARD Act gererally
mequins 4 review to be dore once every six months for cand accounts wheme
the annual percentage rate (APR) has been increased since Januagy 1, 2009
to assess whether changes in credit risk, market conditions or other factors
merit 2 futue decline inthe APR. In addition, net interest margin for cards
was negatively impacted by higher promotional balances and fower total
awerage loans. 4s 2 result, cards net intetest revenue as a perentage of
average loans decreased to 9.48% from 10.28% in the prior yeac Citiexpects
margin growth to remain under pressure into 2012 given the continved
investment spending in the busiress during 2012, which largely began inthe
second half of 2011

Non-tnterest reventie decteasad ¥%, primarily due to lower gains
from the sale of mortgage loans as Citi held more loans en-balance sheet.

In addition, the decline in non-intemst reenue reflected lowerbanking
fee income.

Bxpenses increased 19%, prirnatily ddven by the higher investment
spending in the business during the second half of 2011, particularly
in cards maieting and technology, and increases in litigation aceruals
related to the interchange litigation (see Note 29 to the Corsolidated
Financial Statements).

Provisions decreased $5.5 billion, or 71%, ptimarily due to 2 loan loss
reserve release of $2.7 billion in 2011, compared to a loan loss reserve release
of $0.3 billion in 2010, and lower net credit losses in the Giti-branded cards
portfolio. Cards net ciedit losses viere down $3.0 billion, or 39%, from 2010,
and the net credit loss ratio decreased 366 basis points to 6.36% for 2011, The
decline in credit costs was driven by improving credit conditions as well as
continued stricter underwriting criteria, which lowered the cards risk profile.
45 referenced abowe, Giti believes the improvements in, and Giti's resulting
benefit from, declining credit costs in NA RCB will likely slow into 2012,
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2010 vs. 2009

Net noome declined by $139 millien, or 18%, as compared to the prior year,
driven by higher credit costs due to Giti's adoption of SFAS 166/167, partially
offset by higher revenies.

Revemues incteased 72% from the prior yeag primarly due to the
consolidation of securitized credit card receivables pusuant to the adoption
of SFAS 166/167 effective Januaty 1, 2010 On a comparable basis, revenives
declined 3% from the prior year, mainly due to lower yolumes in Giti-branded
cards s well as the net impact of the CARD Act oncards revenues. This
decrease was partially offset by better mortgage-related revenues driven by
higher refinancing activity.

Nel sntevest veveniye was down 6% on 4. comparable basis driven
primarily by lower volumes in cards, with average managed loans down
7% from the prior year, and in retail banking, where average loans declired
11%. The decline in cands was driven by the stricter underwriting criteria
referenced above as well asthe impact of GARD Act, The increase in deposit
volures, up 3% from the prior year, was offset by lower spmads due to the
then-curmnt interest rate environment.

Non-snierest reventie increased 6% on a comparable basis from the prior
vear mainly driven by better servicing hedge results and higher gains onsale
from the sale of mortgage loars.

Bypenses increased $% from the prior year, driven by the impact of
higher litigation accruals, primarily in the first quarter of 2019, and higher
marketing costs.

Provisions increased $6.0 billion, primasily due to the consolidation of
securitized credit cand receivables pusuant to the adoption of SFAS 166/167.
0n 2 cornparable basis, provisions decreased $0.9 billion, or 11%, primaxly
due to 2 net loan loss reserve mlease of $0.3 billion in 2010 compardtoa
$0.5 billion foan loss reserve build in the prior year coupled with lower net
credit losses in the cards portfolie. Also on 4 comparable basis, the cands
ret cmdit loss ratio increased 61 basis points to 10.02%, driven by lower
average loars,

OPP008483



EMEA REGIONAL CONSUMER BANKING

EMEA Regional Consumer Banking (EMEA RCB) provides traditional banking and Citi-branded card services to retail customess and small to mid-size

businesses, primarily in Gentral and Eastern Europe, the Middle East and Aftica {rmaining retail banking and cards activities in Westem Europe are included
in Citi Holdings}. The countries in which ME4 RCB has the largest presence are Poland, Turkey, Russia and the United Arab Emirates. At December 1, 2011,
EME4 RCB had 292 retail bank branches with 3.7 million customner accounts, $4.2 biflion in retail banking loans and $9.5 billion in deposits. In addition, the
business had 2 6 million Citi-branded card accounts with $2.7 billion in outstanding card loan balances

% Change % Change
In mitions of doliars 2011 2010 2009 2011 vs, 2010 2010 vs 2008
Net interast ravenue $ 8os § 9 § 974 3% 5%
Non-interast revenue 588 580 576 1 1
Total revenues, net of interest expense $1,478 31,503 $1.550 @)% (3%
Total operafing expensss §1,287 §1.179 §1.120 % 5%
Nt cradit losses $ 1 $ 316 § 472 {48Y% (33)%
Provtsion for unfunded lending commitments 3 ) — NM —
Credit reserve bulld {release} (118} (118) 310 —_ NM
Provisions for joan losses $ 57 § 1M § 782 1% {75)%
Income Joss) from continuing oparations before taxes $ 188 § 130 § (352 % NM
Income taxes Henefits) 56 39 {132) 44 NM
Income (loss) frem continuing operations $ 718 § 9t g 220 {18)% NM
Net income {oss) attributabde te noncontralling interests — {1) — 100 —
Net income (loss) $ T8 § § (220 {14)% NM
hAverage assats (it bifions of deflers) $ 10 $ 10 § " —_ 9%
Retum on assats 0.79% 0.92% (2.01)%
Avsrage deposits (i bilions of dollars) $ 10 § 9 § 8 11 -
Net credit tosses as a percentage of average loans 2.38% 4,45% 5.64%
Revenue by business
Retall banking $ an § 922 § 884 {1)% {71%
Citi-branded cards 668 681 866 (2) 2
Total $1.479 $1,503 41,550 (2)% (3%
Income (loss) from continuing cperations by business
Retail banking $ 56) § 640 § (188 &% 71%
Clti-branded cards 186 145 (32) ()] NM
Total $ 7¢ i 9 3 (20) {18)% NM
NN Not meaningful
2011 vs. 2010 Non-migrest revenue increased 1%, reflecting higher investrnent

Net tncome declined 14% as compared to the prior year 45 an improvernent
in net cedit losses was pattially offset by lower revenues and higher
expenses from increasad investment spending. Dusing 2011, the U.3. dollar
gererally depreciated versus local currencies. As g resuk, the impact of FX
translation accounted for an approximately 1% growth in revenues and
experses, respectively.

Revenues declined 2% driven by the continued liquidation of higher
vielding non-strategic customer pottfolios and a lower contribution from
Akbank, Citis equity inwestment in Turkey. The revenue decline was partly
offset by the impaxt of FX translation and improved underdying tends in the
core kending portfolio, discussed below

Net interest revense declined 3% due to the continued decline in
the higher yielding non-strategic retail banking portfolio and spread
comptession in the Citi-branded cards portfolio. {nterest rate caps on credit
cards, patticularly in Turkey and Poland, contributed to the lower spreads in
the cards portfolic.
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sales and cards fees, partly offset by the lower contribution from Akbank.
Underying drivers continued to show growth as investment sales grew 28%
from the prior year and cards purchase sales grew 14%.

Expenses increased 9%, due to the impact of FX transiation, investment
spending and higher transactional expenses, partly offset by continued
savings initiatives. Expenses could mrmain at elevated levek in 2012 given
continued investraent spending.

Provisions were 71% lower than the prior year driven by a reduction in
netcedit fosses, Net credit losses decreased 46%, ®flecting the continued
credit quality improverent during the year, stricter underwriting criteria and
the mowe to lower risk products. Loan loss reserve releases wee flat. Assuming
the underlying coe pofolio continues to grow and season in 2012, Giti

expects credit costs to risa.
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2010 vs. 2009

Net tnoome improved by $3 1% million, driven by the reduction incredit
cests, partly offset by lower revenues and higher expenses. During 2010,
the U.S. dollar gererally appreciated sersus local currencies. 4s & result,
the impact of EX translation accourtted for an appmximately 1% decline in
mevenues and expenses, respectively.

Revengies declined 3% driven by FX translation and the continued
liquidation of non-stategic customer portfolios. Net interest revenye was
5% lower due to the continued decline in the higher yielding non-strategic
retail banking portfolio, 1n 2010, Giti focused its lending strategy arund
higher credit quality customers who tend to revolve less, meaning they
have lower average balances than customess previously had. While this led
to lower credit costs, it also negatively impacted Nat snierest reverue 45
custorners paid off their loans mom quickly Nom-fnierest revenue increased
1%, wflecting higher investment sales and a higher contribution from Citf’
equily investment in Akbank.

Fxpenses increased 5%, dus to account acquisition-focused investrnent
spending and wlumes. As the average custorner credit quality improved,
Citi focused on volume growth to compensate for the lover revene. The
expansion of the sales force in 2010 drove some of the expense increase as
cornpared to 2009,

Provisions decieased 75% from the prior year driven by reduction in net
credit Josses and higher loan loss reserve releases. Net credit fosses decreased
3%, reflecting continued credit quality improvernent and the move to lover
risk products.
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LATIN AMERICA REGIONAL CONSUMER BANKING

Latin America Regional Consvsmer Banking (LATAM RCE) provides traditional banking and branded card services to retail custormners and small to mid-size
businesses, with the largest presence in Mexico and Brazil, ZATAM RCB includes branch networks throughout Zatin Amersoa as well as Banco Nacional de
Mexico, or Banamez, Mexico's second-larpest bank, with over 1,700 branches. At December 31, 2011, JATAM RCB owerall had 2,221 mtail branches, with

3.2 million customer accounts, $24.0 billion in retail banking loans and $44.8 billion in deposits. In addition, the business had 12.9 million Citi-branded card

accounts with $13.7 billion in autstanding loan balances.

% Change % Change
in rrifions of coflars 21 2010 2008 2011 vs, 2010 2010 vs. 2009
Net interest ravenus $86,455 §5,968 $5,365 8% 1%
Non-interest revenie 3,018 2,717 2,518 1" 8
Total revenuss, net of intarest expense $0,483 38,685 $7,883 9% 10%
Total operating expenses $5,734 $5,150 $4,550 1% 13%
Net credit lossas $1,684 $1.868 $2432 (10)% {23%
Credit reserve bullg {refease} {87} (823} 463 ] NM
Provision for benefits and claims 130 127 114 2 11
Provisions for Joan losses and for benafits and daims $1747 $1,172 $3.000 9% 1%
Income Qoss) from continuing operations before taxes $2,002 §2,354 § 324 {15)% NM
Income taxes (henefits) 40 565 {105) (29) NM
Income (loss) from continuing operations $1,601 $1,789 § 429 (11)% NM
Net Joss) attributable to noncontrolling interasts — {8 —_ 100 —
Net income (loss) $1,601 §1,797 § 429 {11)% NM
Avarage assets {in bilfons of doflars) $ § 73 $ 66 10% 1%
Return on assets 2.00% 2.45% 0.65%
Avarage deposis i bilions of dollars) $ &8 § 41 $ 36 12% 14%
Net credit losses as a parcentage of average loans 4.64% 6.05% 8.52%
Revenue by business
Ratail banking $5,482 $5,034 §4.4m 8% 14%
Citi-branded cards 4,001 3,651 3,482 10 5
Total sg,m § 8,685 $7.883 9% 10%
Income {loss) from continuing operations by business
Retait banking $ @3 § 438 § 657 2% 43%
Citi-branded cards 878 851 {228) {20) NM
Total $1,601 31,789 § 429 (11)% NM
KM Not meaningfel
20H vs. 2010 Bxpenses increased 11% due to higher wlumes and investment spending,

Net ncome declined 1% as lover loan loss reserve releases more than
offset increased operating margin. During 2011, the U.S. dollar generally
depreciated wrsus bocal currencies, As a result, FXtranslation contributed
approximately 2% to the growth in each of mvenues and experses.
Revenues increased 9% primarily due to highet volumes as well as the
impact of FX translation. Net ¢nterest revensie increased 8% driven by
the continued growth in lending and depesit volurnes, pattially offset by
continued spread compression. The declining rate environment negatiwely
impacted Net interast revenye as intemst rewenue declined at a faster pace

than intemst experse. Spread compression was also daven by the continued

move towards custorers with a lower risk profike and stricter underwriting
criteria, especially in the branded cards portfolio, Non-interest revenue
inceased 11%, predominantly driven by an incmase in banking fee income
from credit card purchase sales, which grew 22%.

including increased marketing and custoner acquisition costs as well as new
branches. These increased expersses were pattially offset by continued savings
initiatives, The increase in the level of imvestment spending in the business
was largely completed at the end of 2011.

Prouvisions increased 49% reflecting lover loan loss mserve releases in
2011 as compared to 2010. Towards the end of 2011, there was a build in
the loan loss reserves, primarly driven by increased volumes, particularly in
the personal loan portfolio in Mexico. Net credit losses declined 10%, driven
primarily by improvements in the Mexico cards portfolio, The cards net credit
loss ratio declined from 11.7% in 2010 to 8.8% in 2011, driven in part by
the continued move towards customers with a lower risk profile and stricter
underwriting criteda. Giti currently expects the Citi-branded cards net credit
loss ratio to stabilize in 2012 s new loans continue to season. Cedit costs
will likely incease in line with porfolio growth.
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2010 vs, 2009

Net tncome incieased $14 billion driven by lower credit costs as Citi reloased
reserves in 2010 as cornpared to reserve butlds in 2009, During 2010, the

US. dollar generally appreciated versus local curmencies, As a result, FX
translation cortributed approximately 5% to the declive in both revenues
and expenses,

Revenyes incresed 10%. Net inierest repensie increased 11% as higher
loan volumes, particularly in the retail bank, offet the effect of spread
compression. Spread compression was driven by the lower interest rates and
mow towards the above referenced lower tisk customer base. Non-gnterest
revense increased 8% due to higher banking fee income from increased
purchase sale activity and FX translation,

Bxpenses increased 13% due to FX translation as well a5 higher wlumes
and transaction-telated sxpenses as economic conditions improved. The
increase in expenses was also due to increased investrent spending,
including newcards acquisitions and new brarches.

Provisions decreased 61% primarily mflecting loan loss mserw releases
of $824 million compared to a build of $462 miltion in the prior year as vell
as 2 $564 million improverment in ret credit losses. The incease in loan
loss reserve releases and decreass in net credit losses primarily resulted from
improved credit conditions and pottfolio quality in the Citi-branded cards
partfolio, primarily in Mexico, as well as the move to custorners with a lower
tisk profile and stricter underwriting criteria referenced above.
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ASIA REGIONAL CONSUMER BANKING

Asia Regtonal Consumer Banking (Asiz RCE) provides traditional banking and Citi-branded card services to retail customers and small to mid-size
businesses, with the largest Citi presence in South Koma, Japan, Taiwan, Singapore, Astralia, Hong Kong, India and Indonesia. Citi's Japan Consumer Rinance
business, which Giti has been exiting since 2008, is included in Giti Holdings {se2 "Citi Holdings—Zocal Consumer Lending” below). At December 31, 2011,
Asiz RCB had 671 retail branches, 16 3 million customer accounts, $66.2 billion in retail banking loans and $109.7 billion in deposits. In addition, the business
had 15 § million Citi-branded card sccounts with $21 0 bitlion in outstanding loan balances,

% Change % Change
i millions of chllars 2011 2010 2009 2011 vs. 2010 2010 vs, 2008
Net interast ravanus $5,365 $5,077 $4,808 % £%
Non-interest revenus 2,844 2,319 1,938 14 20
Total revenues, net of intarest expense $8,009 $7,396 $6,745 3% 10%
Total operating expenses $4,583 $4,046 $3,565 18% 13%
Net cradit losses $ 889 $1,013 $1,339 (13)% (241%
Credit reserve bulld (refease) {83} (287} 523 18 NM
Provisions for loan losses and for banefits and daims $ 820 $ 728 §1.862 13% B81)%
ineoma from continting operations before taxas $2,608 §2.624 $1.319 % 99%
income faxes (benefits) 818 493 (72) 38 NM
Income from continuing operafions $1,027 §2.131 $1,391 (10)% 53%
Net incoma attitastable to noncontrolling interests — — — — —
Net income $1,827 $2,131 §1,391 {10)% 53%
Average assats (in bions of dollars) $ 122 $ 108 $§ 93 13% 16%
Return on assets 158% 1.97% 1.50%
Average deposits (i bilfons of doflacs) $ 110 $ 100 § 8 10% 12%
Net credit losses as a percentage of average loans 1.038% 1.37% 2.07%
Revenue by business
Reatail banking $4,825 $4,586 $4,261 5% 8%
Cit-branded cards 3,184 2,810 2485 13 13
Total $8,009 $7.336 $6,746 8% 10%
Income from continuing eperations by business
Retail banking $1,174 $1,438 §1,167 {18)% 23%
Citi-brandsd cards 753 695 224 8 NM
Total $1,927 $2,131 31,391 (10)% 53%
N Not meaningtyl
2011 vs, 2010 structured notes (see Note 29 to the Consolidated Financial Statements).

Net tncome decreased 10%, driven by higher operating expenses, lower
Ioan lass reserve releases and a higher effective tax rate, padially offset by
growth in revenue. The higher effective tax rate was due to lower tax benefits
(APB 23) and a tax charge of $66 million due to a write-down in the value
of deferred tax assels dueto a change in the tax law, each in Japan. During
2011, the U S. dollar generally depreciated vemsus local currencies. 4s a result,
the impact of FX trarslation accoursted for an approximately 5% growth in
revenues and expenses.

Revenues increased 8%, primarily ddven by higher business volumes and
the impact of EXtranslation, partially offset by continued sprad compession
and $65 million of net charges relating to the repurchase of certain Lehman

Net tnterest revenue incrased 6%, 45 investment initiatives and sustained
economic growh in the region continued to driwe higher lending and
deposit volumes, Spread compression continued to partly offset the benefit of
higher balances and continued to be driven by stricter underwriting criteria
wmsulting in 2 lowering of the tisk profile for personal and other loans. Spread
compression will likely continue to have 2 negative impact on net inberest
revenue in the neartemn. Non-fnterest revenye increased 14%, primarily
due to a 17% increase in Giti-branded cands purchase sales and higher
rewenues from foreign exchange products, partially offset by a 12% decrease
in investment sales, particularly in the second half of 2011, and the net
charges forthe repunchase of certain Lehman structured notes.
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Bxpensas increased 13% due to continued investment spending, growth
in business volumes, repositioning charges and higher legal and mlated
expenses, 45 well as the impact of X translation, partially offset by ongoing
productivity savings. The incease in the level of incremental investment
spending in the business was largely completed at the end of 2011

Provisions increased 13% a5 lower loan loss reserve releases were patially
offset by Jower net credit losses. The increase in credit provisions mflected the
incmasing volumes inthe mgion, partially offset by continued credit quality
improvement. India remnained a significant driver of the improwernent in
credit quality, as it continued to de-risk elements of its legacy portfolio. Giti
believes that provisions could continue to increase as the portfolio continues
to grow and season.

2010 vs. 2009

Net tncome increased 53%, driven by growth in revenue and a decrease

in provisiors, partially offset by higher operating expenses and a higher
effective tax rate. During 2010, the U.S. dollar generally depreciated versus
local currencies. As 2 rsult, the impact of FX translation accounted for
approximately 6% growth in revenues, and 7% growth in expenses.

Revenues increased 10%, driven by higher business volumes and the
impact of P translation, pattially offset by spmad compression. Net énterest
revenyie increased 6%, as investment initiatives and sustained economic
growth in the region drove higher lending and deposit wlumes, which vere
partly offset by the spmad compmssion, Now-sierest revense increased
20%, primarily due to higher investment sales and a 19% increass in Giti-
branded cards purchase sales.

Expenses increased 13%, due to growth in business volumes, invwestrent
spending and the impact of FX translation.

Provisions decreased 61%, mainly due to the ret impact of 4 loan loss
reserwe release of $287 million in 2010, compared to a $523 million loan loss
reserve build in 2009 and a 24% decline in net credit losses. The decrease in
provisions reflected continued cedit quality improvement across the mgion,
patticularly in India, pactially offset by the increasing wlumes in the mgion.
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INSTITUTIONAL CLIENTS GROUP
Insttraional Clienis Grovp (10G) includes Securitves and Banking and Transaction Services. ICG provides comporate, irstitutional, public sector and

high- net-worth clients around the world with a full range of products and services, including cash managernent, foreign exchange, trade finance and services,
securities services, sales and trading, institutiona brokerage, underwriting, lending and advisory services. /067 international presence i supported by trading
floors in approximately 75 countries and jurisdictions and a proprietary network within Pransacion Services in over §5 countries and jurisdictions. A

December 31, 2011, 10 had $979 billion of assets and $484 biltion of depusits,

% Changa % Change

in miltions of ooliars 2011 2010 2009 2011 vs. 2010 2010 vs. 2009
Commissions and faes $ 4047 $ 4,266 § 4197 % 2%
Admini stration and other fiduciary fees 2,115 2,751 2,855 1 )
It stment banking 8,028 3,520 4,687 {14 (25)
Principal transactions 4878 5567 5,626 {12} ]
Other 1817 1,681 1,749 8 @)
Total non-intarest revenua $16,841 $17,785 $19,114 (5 )%
Net interast revenue fncluding dividands) 15,045 15,401 17,844 [74] {14)
Total revenues, net of interest expense $31,008 $33,186 $36.958 {4)% (101%
Total oparating expenses 20,687 13,587 17,573 8 12

Net credit losses 619 5713 760 8 {25)

Prowision {release) for unfunded lending commitments 8 (29 138 NM INM

Credit reserva tuild (release) (556) {626) 892 11 NM
Provisions for joan losses and bangfits and claims $ 152 § ®) § 1.7%0 NM NM
Incoms from continuing oparation s befora taxes $11,147 $13,671 $17,595 (18)% 2%
Incoma taxes 2,848 3,499 4,622 {19} (24)
Income from continulng operations $ 8,502 $10,172 $12,973 (18)% (22)%
Net income attibutabls to nencontrolfing interests 56 131 68 57} 93
Net income $ 8246 $10,041 $1 2,905 {18F% 22)%
ferage assats (hn bitfons of doflars) $ 1,024 $ 948 $ 346 8% 12%
Retum on assets 0.81% 1.06% 1.53%
Revenues by region

North America $10,000 §11.878 $11,361 {16)% 5%

EMEA 10,707 10,205 13445 5 {24)

LatinAmerica 4,080 4,083 4,826 — (16)

Agla ?E‘IO 7,040 7,326 2 {4)
—
Total revanuss $31,688 $33,186 $36,958 (41% (10)%
Income from continuing operations by region

North Amedica $ 1,48 § 2994 $ 2978 BlY%s 1%

EMES 3,150 3,030 4713 4 (36)

LatinArerica 1,828 1,755 2,174 8) (19)

Asta 2,071 2393 3,108 {18) 23
Total income from eonﬁnuing oumiom $ 8@0_2 §10172 $1gi9?3 [18)% @%
Average loans by region (i bifiors of dollars

Nerth America $§ 6o § 6 $ 52 3% 29%

EMEA a1 38 45 24 {16)

Latin America 29 23 22 26 5

Asia 52 36 28 44 29
Total average loans $ 127 § 164 § 147 20% 12%
M Not meanngiul
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SECURITIES AND BANKING

Securevas and Banking (S68) offers a wide army of investment and cornmercial banking services and products for corporations, governments, institutional
and retail investors, and high-net-worth individuals. S&8 transacts with clients in both cash instrurnents and derivatives, including fixed income, foreign
currency, equity, and commodity products. $52 includes investment banking and advisory services, kending, debt and equity sales and trading, institutional
brokerage, derivative services and private banking.

SEB wvenue i generated primaily from fees and spreads associated with these activities. 65 earns fee income for assisting clients in clearing transactions,
providing brokerage and investment banking services and other such activities. Revenue penerated from these activities is ecorded in Compmissions and fees.
In addition, as 2 market maker, S5 facilitates transactiors, including holding product inventory to meet client demand, and earns the diffemntial between
the price at which it buys and salls the products. These price differentials and the unrealized gains and losses onthe inwentory are recorded in Préncipal
transactions. $5B inferest income earned on insentory and loans held 5 recorded as 2 component of Net tnterest revensie.

% Ghange % Change

in rritions of dotlars 2011 2010 2009 2011 vs. 2010 2010 vs, 2009
Nat Interast revenus $ 9118 $ 9723 $12,170 8)% 20)%
Non-interest revenue 1§§°’ 13,392 14,970 (8) (11)
Revenues, net of intarest expense $21 417 $23.115 $27,140 M% {15)%
Total operating expenses 15,028 14,693 13,080 2 12

Net credit lossas 802 567 758 6 (25)

Provision (release) for unfunded lending commitments 88 29) 138 NI NM

Credit reserve bulid (release) 5712) {562) 887 2) NM
Provigions for logn osses and benefits and claims $ 118 § (24 $ 1,783 NM NM
Income betfore taxes and noncontroliing interests $ 6273 $ 8446 $12,267 {26)% (3%
Income taxes 1378 1,947 3,072 (29) (37)
Income from continuing operstions 4,885 £.499 9,188 {25) (29)
Nat Income attributable to noncontrolling interssts 37 110 56 {86} 100
Netincome $ 4858 $ 6,389 3 9140 4% (301%
hverage assets (¥ biffors of doflars) $ 504 § 84 § 759 8% 1%
Retum on assets 0.58% 0.76% 1.21%

A S

Revanues by reglon

North America $ 7558 § 4303 § 8,836 (20)% 8%

EMEA 1221 6,849 10,056 5 (32)

Labin America 2,964 2,547 3435 m {26)
_/;sia @4 4.3§_6 4,813 {1} {10)
Totat revenuss $21.417 $23,115 $27,140 {11% {15)%
Income from continuing operations by region

North America $ 10114 $ 2465 § 2,369 (59)% 4%

EMEA 2008 1,806 3414 11 {an

Latin America a78 1,081 1,658 {10} (30

Asiz 808 1,138 1,854 (21} (39)
Total income from continuing operations $ 4805 $ 6493 $ 9,195 {25)% @)%
Securiies and Banddng revenue details

Tokal investment banking $ 3310 § 3.828 § 4767 {(14)% (20)%

Lending 1,802 962 (2,44T) a7 NM

Equity markets 2,156 3,501 3,183 @1) 10

Fixed income markets 12,263 14,077 21,294 {13) (34)

Private bank 2,148 2,004 2,068 7 3

Other Securitiss and Banking {860) {1,257) (1,725) 32 27
Total Securities and Bmldm revenues $21.417 322,115 $27,140 T1% (15)%
N ot moaningtul
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201 vs, 2010

S&B’s results of operations for 2011 were significantly impacted by the
macroeconomic concems during the year, including the vverall pace of U S,
economic meovery, the US, debt ceiling debate and subsequent doswngrade of
115, sowereign credit, the ongoing sovereign debt crisis in Burope and genera!
continved concerns about the health of the globaleconomy and financial
markets. These concems led to heightened volatility as well as overall
declines in liquidity and market activity during the second half of the year as
clients mduced their activity and sk

Net sncome of $4 9 billion decreased 24%. Bxcluding CW/DVA (see table
below), net income decreased 43% as declines in fixed incomne and equity
markets revenues and investment banking reventies, along with higher
expernses, more than offset increases in kending and private bank revenues

Revermies of $214 billion decreased 4 from the prior year CVW/DW
increased by $2.1 billion from the prior yeag, driven by the widening of £1ti's
credit spreadsin 2011, Excluding CYWWDWA, S8 rewenues decreased 16%,
eflecting lower msults in fixed income markets, equity markets and investment
banking, partially offset by increased reweniues in lending and the private bank.

Rixed incorne markets evenues, which constituted over §0% of S68
revenues in 2011, decreased 24% excluding CVA/DW, This was driven by
lower results in securitized and credit products, teflecting the challenging
market environment and rduced customer 15k appetite and, to a lesser
extent, rates and currencies.

Equity markets rewenues deceased 35% excluding CVA/DVA, driven by
declining revenues in equity propritary trading (which Citf also mfersto as
equity principal strategies) as positions in the business wes wound dovm,

a decline in equity derivatives revenues and, to a lesserextent, a decline in
cashequities. The wind down of Citi's equity poprietary trading was
completed at the end of 2011,

Investment banking revenues declined 14%, a5 the macroeconomic
concerns and market uncertainty drove lower volumes in debt and equity
issuance.

Lending revenues increased 8 %, mainly due to the absence of losses on
credit defaultswap hedges in the prior year (see the table below). Excluding
the impact of these hedging gains and losses, lending revenues increased
5%, primarily due to growth in the Corporate loan podfolio. Private bank
revenues incmased 6% excluding CVA/DVA, primarily due to higher loan and
deposit balances and improved customer pricing, pattially offset by declines
in investment and capital matkets-related products given the negatiwe
market sentiment.

Bxpenses incrassd 2%, primarily due to investment spending, which
largely oocurred in the first half of the year, relating to new hires and
technology investments, The increas inexpenses was also driven by higher
repositioning charges and the negative impact of FX trarslation (which
contributed appoximately 2% to the expense growth), pactially offset by
productivity saves and reduced incentive compersation due to business
results. The increase in the level of investment spending in S&B was largely
comnplated at the end of 2011.

Provisions increased by $140 million, primarily due to builds in the
allowance for unfunded lending commitrnents as a result of portfolio growth
and higher net credit losses.
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2010 vs. 2009

Net tncome of $6.4 billion decreased 30%. Excluding CYA/DVA, net incorne
decreased 26%, as an inctease in lending was more than offset by declines
in fixed income and aquity trading activities, investment banking fees and
higher expenses.

Revenues of $23.1 billion decreased 15%from the prior year, as
performance in the first half of 2009 was particularly strong due to higher
fixed income markets activity and client activity levels in intestrnent
banking. in addition, 2010 CWDW increased $1.6 billion from the prior
veag, mainly due to & larger namowing of Citis spreads in 2009 cornpared
2010, Bxcluding CWDW, mwenues decreased 19%, reflecting lower results
in fixed income markets, equity markets and investrnent banking, partially
offset by increased tewenues in lending.

Fixed incorne markets revenues deceased 32% excluding CW/DVA, primarily
eflecting lower msults in rates and currencies, credit products and securitized
products due to the overall weaker market environment during 2010.

Equity matkets revenues decreased 31% excluding CVA/DVA, driwen
by lower trading revenues linked to the derivatives business and equity
proprietary trading,

Investment banking revenues declined 20%, rflecting lower levels of
market activity in debt andequity underwriting,

Lending revenues increased by $3 4 billion, mainly driven by 2 reduction
in losses on credit default swap hedges.

Expenses increasad 12%, or $1 6 billion, year over year. Excluding the
2010 UK. bonus tax impact and litigation mserve releases in the first half
of 2010 and 2009, expenses increased 8%, or $1.1 billion, mainly a5 a result
of higher compensation, transaction costs and the negative impact of FX
translation (which contributed approximately 1%to the expense growth).

Proyisions decreased by $1.8 billion, to negative $24 million, mainly
due to credit reserve releases and lower ret credit losses as the result of an
improvernent in the credit ervimnment during 2010.

in milhons of hlfars 2011 2010 2008
$&8 CVA/DVA

Fixed Income Markets $13688  §(187) § 278
Equity Markets 355 (207} (2,190
Private Bank 8 {5} 43
Totsl &8 CVA/OVA $1,782 $(399) $(1,957)
Total S48 Lending Hedge gain {loss) $ 73 30711 $(3.421)
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TRANSACTION SERVICES

Transaction Services is composed of Treasury and Trade Solutions and Securities and Fund Services. Treasury and Trade Solutions provides comprehensive
cash management and trade finance and services for comporatiens, financial institutions and public sector entities worldwide, Securities and Fund Services
provides securities ®ervices to investors, such as global asset managess, custody and clearing servicesto intermediaties such as broker-dealers, and dapository and
agency/trugt services to multinational corporations and governments globally. Rewenue is generated from net interest revenue on deposits in these businesses, as
vel] as from trade loans and fees for transaction processing and fess on assets under custody and administration in Securities and Fund Services,

% Change % Change

in rrdltons of chilars 2011 2010 2009 2011 vs8. 2010 2010 vs. 2009
Net intarast revenus $ 5828 $ 5,678 $5,674 4% e
Non-intarest revenus 4,840 4,393 4,144 8 6%
Total revenues, net of interest mxpense $10,569 $10,071 $9.818 5% 3%
Tetat operating expanses 5,669 4,904 4483 15 g
Provisions {releases) for credt losses and for benafits and claims 36 58) 7 NM NM
Income hefore taxes and noncontroliing interests $ 4874 § 5225 §5.328 % 2%
Income taxes 1467 1,552 1550 5 —
Income from continuing operations 3,407 3,673 3778 [t4] 3
Net incoms attributable to noncontrolling interests 18 21 13 (10) 62
Net income $ 3,388 § 3,652 43,765 1% 3%
Ausrags assats (in bifions of dollars) 130 § 107 § o 21% 3%
Retum on assets 2.81% 341% 4.34%
Revenues by region

North America $ 2,442 § 2,485 $2.525 &% (2%

EMEA 38,486 3,356 3,388 4 8]

L atin Amerka 1,108 1,518 1,391 12 39

Asia 2,838 2,714 2513 8 8
Total revenues swges $10,071 $9,318 5% 3%
Income from continuing operations by region

North America $ A § 528 § 609 (16)% {13)%

EMEA 1,142 1,225 1,299 n {6)

Latin America 646 664 616 3 8

Asig 1178 1,255 1.254 {7} -~
Total Income from conllmnni gguaﬂons $ 3,807 § 3673 $3778 {7)% {31%
Key indicstors (h billlons of dollars)
Ausrage deposits and other customer Nability balances & 388 3 333 $ 304 % 10%
FOP assets under custggr % (i silfions of dollars) 125 12.6 1%.1 {1) 4

(1 includes assets under custody, assets under frUst and assets unde adminstralon
1o Not meanngtul

2011 vs. 2010

Net income decmased 7%, as higher expenses, driven by investment
spending, outpaced revenue growth, Year-over-year, the U.. dollar
generally depreciated versus local cumencies. As 4 mesult, the irpact of FX
transiation accounted for an approximately 1% growth in revenues and
expenses, fespectiwly.

Revensies grew 5%, driven primarily by international growh, as
improvernent in fees and incressed deposit balances moge than offset the
continued spread compression, which will likely continue to be a challenge
in 2012. Treasury and Trade Solutions revenues increased 5%, driven
primarily by growth in the trade and commercial cards businesses and

inceased deposits, partially offset by the impact of the continuved low rate
environment, Overall, Securities and Fund Services revenues increased

4% year-overyear, primatily due to growth in transaction and settlement
volumes, dnven in part by the increase in activity resulting from market
volatility, and newclient mandates, During the fourth quarter of 2011,
howeser, Securities and Fund Services experienced a 10% decline in revenues
as comnpared to the prior year period, driven by 4 significant decreass in
settlernent volumes weflecting the overal] decline in capital markets activity
during the latter past of 2011, spread compression and the impact of
FXtrarsiation.
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Brpenses increased 15% reflecting investment spending and higher
business volurmes, partially offset by productivity savings. The increass in the
lewe] of inwestment spending in the business was lasgely corapleted at the end
of 2011,

Provisions increased by $94 million, to $36 million, reflecting reserwe
builds in 2011 versus & net reserwe release in the pror year

Average assas grew 21%, driven by a 59% increase intrade asets a5 a
tesult of focused investrnent in the business. dverage deposits and other
custosner liabikity balances grew 8% and included 2 faworable shift to
operating balances asthe business continued to emphasize stable, lower cost
depesits a5 a way to mitigate spread compression.

2010 vs. 2009

Net income decreased 3%, as experses driven by investment spending
oufpaced revenue growth, Year-over-year, the US. dollar gererally
depreciated versus local cutmencies. & 4 result, the impact of FX trarnslation
aecounted for approximately 2% growth in revenues.

Revensies grew 3%, despite the low interest rate environment. Treasury
and Trade Solutions revenues grew 2% as 2 msult of increased customer
liability balarces and growth intrade and fees, parially offset by the
spread compression. Securities and Fund Services evenuss gw by 3% as
higher volumes and balances reflected the impact of sales and increased
market activity.

Bxpenses increased 9% reflecting investment spending and higher
bustness volumes.

Provesions decreased $65 million, to a negative $58 million, as compared
to the prior year, reflecting credit reserie eleases,

Average deposits and other customer liabikty balances grew 10%,
driven primarily by growth inemerging markets.

OPP008495



CITI HOLDINGS

Citi Holdings contains businesses and portfolios of assets that Citigroup has determined are not central to its core Citicorp businasses Citi Holdings consists of
the following: Brokerage and Asset Management, Local Consvimier Lendeng and Spectal Assel Pool.

Corsistent with ifs strategy, Citi intends to continue to exit these businesses and portfolios as quickly 45 practicable in an economically rational manner To
date, the decmase in Citi Holdings assets has been primarily driven by asset sales and busiress dispositions, aswell as portfolio run-off and pay-downs, Asset
lewels have also been impacted, and will continue to be impacted, by charge-offs and revenue marks as and when appmpriate.

4s of December31, 2011, Citi Holdings' GAAP assets were approximately $269 billion, 2 decrease of appmximately $90 billion, or 25%, from yearend
2010, and $558 billion, or 67%, from the pealk in the first quarter of 2008, The decline in assets during 2011 mflected approxirnately $49 billion in asset sales
and business dispositions, $35 billion in ret run-off and amortization, and $6 billien in net cost of credit and net asset marks. Giti Holdings represented
approximately 14% of Citi’s GAAP assets as of December 31, 2011, while Citi Holdings' risk-weighted assets of approximately $245 billion at December 31, 2011
repmsented approximately 25% of Citi's risk-weighted assets a5 of such date, As previowsly disclosed, Citi's ability to continue o decrease the asets in Citi
Holdings through the methods discussed above, including sales and dispositions, will not likely oocur at the same pace or lewel as in the past. $ee also the
“"Executive Summary” abowe and "Risk Factors—Business Risks” below

% Change % Change
tn smitlons of doliars 2011 2010 2008 2011 vs. 2010 2010 vs, 2009
Net interes! revenue $10,287 $14,773 $ 18,139 {301% 8%
Non-interest revenue 2,609 4514 12,989 {42) {65)
Tolal revenuss, net of interest sxpenas $12,008 §18,287 $20.128 (38)% (34)%
Provisions for credit fosses and for benefils and claims
Net credit losses $11,731 $19,070 $ 24,585 38)% (2%
Cradit resarve build frelease) {4,720) {3,500) §,306 {35) NK
Provision for loan fossss $ 7011 $16,570 $ 20,890 {85)% 48)%
Proviston for benafits and claims 820 813 1,094 1 26)
Provision (release) Tor unfunded lending commitments {41) (82) 106 50 N
Total provisions for credt losses and for benefits and claims $ 7,790 316,301 § 31,080 5% @8)%
Total operating expenses $ 8,701 $ 9,615 $ 14,085 9% B2)%
Loas from continuing operations before taxss $(3,885) § (6.629) $(16,047) % 59%
Benefits for income taxes {1,161) {2.573) {6,988} 55 83
(Loss) fram conlinuing operations $(2524) § {4.056) $ (3,059 38% 55%
Net incomae {joss) attributable fo noncentrolling interests 119 207 29 {43) NM
Citi Holdings net lass $(2.843) $ (4,263) $ (9,088 38% 53%
Balance sheet data (i Hfons of doflars)
Total EOP assets $ 269 § 359 § 487 (25)% (26)%
Total EOP deposits § 84 § 79 $ 89 (19)%56 (1%
Nt Not mesaningtul
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BROKERAGE AND ASSET MANAGEMENT

Brokerage and Assot Management (BAM) corsists of Citi's global retail brokerage and asset managernent businesses. At Decernber 31, 2011, BAM had
approximately $27 bitlion of assets, oz approximately 10% of Giti Holdings® assets, primarily consisting of Citi's investrnent in, and assets refated to, the Morgan
Stanley Sraith Barrey joint venture (MSSB V). & more fully described in Forms 8-K filed with the SBC on january 14, 2009 and June 3, 2009, Morgan Stanay
has optiors to purchase Citi's eemaining stake inthe MSSB [V over three veas beginning in 2012,

% Change % Changs
in milions of opliars 2011 2010 2008 2011 vs. 2010 2010 vs. 2009
Net interest revenue $(180) $i277 § 300 5% NM
Non-interest ravente 462 886 14,233 {48} 94)%
Total revenuas, net of interast sxpense § 282 $ 609 $14,623 541% {96)%
Total operating expenses $729 § 987 § 3276 {26)% 70)%
Nat cradit losses $ 4 § 17 $ 1 (18)% NM
Credit resarve bultd (release) ® (18 36 a3 NM
Provision for unfunded leading commitments 4] {6) {5y a3 {20)%
Provision release] for beefits and claims 48 38 40 26 )
Provisions for credt losses and for benefits and claims $ 48 § N § 72 55% 671%
income goss) from continuing oparations before taxes $(45) ${408) $11,275 21)% NM
Income taxes Henefits) {209) (183) 4,425 {14) NM
Income (Joss) from continuing operations $(280) $(226) $ 6,850 @n% NM
Net incoms atibutablg to noncontroliing interests ) 11 12 (18} ®)%
Net income (loss) ${265) $(237) $ 6,838 (24)% NM
EOP assets fin biffons of doliars) s 27 $ 27 $ 3 — 0%
EQP daposits firn bifons of dofrs) 55 58 60 B)% @)
N Not meanngtel

20t vs. 2010
Net loss increased 24% as lower revenues were only partly offset by
lower expenses.

Revenves dacreased by 54%, driven by the 2010 sale of the Habifat and
Colfondos businesses (including a $78 million pretax gain onsale related
to the transactions in the fist quarter of 2010} and lower revenues from the
MSSB ¥

Bypenses decreased 26%, ako driven by diveditures, as well as lower kegal
and related expensss.

Provistons increased 55% due to the absence of the proryear
reserve releases.

2010 vs, 2009

Net lpss was $0.2 billion in 2010, compared to Net éncome of $6.9 billion in
2009. The decrease was driven by the absencs of the gain on sale related to
the MSSE ]V trarsaction in 2009.

Revenues decmased 96% versus the prior year driven by the absence of
the $11.1 billion pretax gain onsale ($6.7 billion after tax) related to the
MSSB J¥ transaction in the second quarter of 2009 and & $320 million pretax
gain on the sale of the managed futums business to the MSSB Winthe
third quarter of 2009, Excluding these gains, revenues decreased primarily
due to the absence of Smith Bamey from May 2009 onwards as well asthe
absence of Nikko Asset Management, partially offbet by higher revenues
from the M8SB ¥ and an improvement in marks in the etail altemative
investments business.

Expenses decreased 70% from the prior year mainly driven by the absence
of Smith Bamey from May 2009 onwards, lower MSSB J¥ separation-related
costs 45 compared to the prior year and the absence of Nikko and Colfondas,
partially offset by higher legal settlemnents and resenes associated with
Smith Barney,

Provisions decreased 5%, mainly due to the absence of credit reserve
builds in 2009.

Assets decreased 10% versus the prior yeas, mostly driven by the sales of the
private equity business and the run-off of tailored loan porfolios
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LOCAL CONSUMER LENDING

4s of December 31, 2011, Zocal Consumer Lending (TCL) included a pottion of Citigroup's North Amertca mortgags business, mtail pattrer cards,
GitiFinancial North America (consisting of the OneMain and CitiFinancial Servicing businesses), rernaining student loans, and other local Consumer finance
businesses glebally {including Western Buropean cards and retail banking and Japan Consumer Finance). At Decernber 31, 2011, ZCZ had approximately $201
billion of assets (approxirqately $186 billion in North Amervca) or approximately 75% of Citi Holdings assets. The North Amertca assats consisted of residential
mortgages (residential first mortgages and hore equity Joans), retail partner card loans, personal loans, commercial real estate, and other consumner loans and
assels, As referenced under “Citi Holdings" above, the substantial majority of the retail partner cards business will be transfermd te Citicorp—NA RGB, effective

in the first quader of 2012,
4s of Decernber 31, 2011, approximately $108 billion of asets in ZCZ consisted of North America mortgages in Citi's CitiMottgage and CitiRinancial operations,
% Change % Change
fn mitfons of dolars 2011 2010 2009 2011 vs. 2010 2010 us. 2009
Net interast revenue $10,872 $13.831 §12,995 {1)% 6%
Non-interest revenus 185 1,995 4,770 {40) {58)
Total revenuas, net of interest expense $12 087 $15,826 §17,785 {24)% {11)%
Total operating expenses $ 7,768 § 8,057 $ 9,898 &% {19)%
Net cradit losges $10.859 $17,040 $19,185 81)% (11%
Credit resarve bulld (relaase) (2882) (1.771) 6,799 82) NM
Provision for benefits and claims 772 775 1,054 - (26}
Provision for unfundad tending commitments —_ — — — —
Provisions for credt losses and for benefits and claims $ 8568 $16,044 $ 26,038 {47)% (38)%
{Loss} from comtinuing operations before taxes $@zn) §(8.275) $(18,171) 48% 54%
Benefits for incoma taxes {1431 {3,287 {7,687) 56 57
{Loss) from continuing operations $ 2,834) $(4,988) $(10,484) 43% 52%
Nst income aftritutable to noncontrolling interasts 2 8 33 {15} (76}
Net (loss) § (2,856 $ (4,596 3(10,517) 43% 52%
Average assets (in olions of dolars) $ 228§ 324 +3s1 501% B%
Net credit logses as a percentage of average loans 5.38% §,20% 6.38%
Total GAAP revenues $12,067 415,826 § 17,765 (24)% {11)%
Net impact of credit card securitizations activity © —_ — 4,135
Total managed revenyes $12,087 $15,826 $ 21,900 (24)% (28)%
Total GAAP net credit losses $10,859 §17,040 $19,18% 87% {11)%
Impact of credit card securitizations activity ©® —_ -— 4,590
Total managed net cradit losses $10,658 $17,040 $23.775 8n% (28)%

{1 Sea Note 1 o the Consolitated Finencial Statments tor 2 discussion of te impact of SFAS 1687167
Nad Mot measingtul

2011 vs, 2010

Net loss deceased 43%, driven primarily by the improving credit environment,
including lower netcredit losses and higher loan loss reserwe releases, in both
retail partner cards and modgages. The improvement in credit was partly
offset by lower revenues due to decressing asset balances and sales.

Revenies dectessed 24%, driven primarily by the lower asset balances
due to asset sales, divestitures and run-offs, which also drove the 21% decline
in Net interast vevenue Nom-gnlerest revensie decteased 409% due to the
impact of divestitures.

Brpenses decreased 4%, driven by the lower volumes and divestitures,
partly offset by higher legal and regulatory expenses, including without
limitation these relating to the United States and state attorneys general
modgage servicing discussions and agreement in peinciple announced an
February 9, 2012, mserves mlated to potential PPl refunds (e "Payment
Protection [msurance” below) and, to a lesser extent, implementation costs
associated with the OCC/Feders] Reserve Board consent orders enteted into in
April 2011
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Provistons decreased 47%, driven by lower credit losses and higher loan
loss reserve releases, Net credit losses decreased 37%, primarily due to the
credit improvernents in retail pagner cards ($3.0 billion) and North America
morigages ($1.6 billion), although the pace of the decline in net credit losses
in both portfolios sloved. Loan Joss reserve mleases increased 62%, driven by
higher releases in refail partner cards and CitiFinancial Notth America due to
better credit quality and lower loan balances.

Assets declined 20% from the ptior year, primarily driven by portfolio run-
off and the impact of asset sales and disestitures, including continued saks
of student loans, auto loars and delinquent mortgages (see "Notth America
Corsumer Mortgage Lending” below).
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2010 vs, 2009

Net lpss decmased 52%, driven primarily by the improving credit
envimnment. Decreases in revenues driven by lower gains on asset sales vere
mostly offset by decreased expenses due to lower volumes and diwestitures,

Revenses decreased 11% from the prior year, driven primarily by portfelio
run off, divestitures and asset sales. Nef #tderest revenye increased 6% due to
the adaption of SFAS 1667167, partially offset by the impact of lower balances
due to portfolio mun-off and asset sales. Nom-énterest revensie declined 58%,
primarily due to the absence of the $1.1 billion gain on the sake of Redecand
in the first quatter of 2009 and a higher mortgage repurchase resere charge.

Brpenses decreased 19%, primarily dueto the impact of divestitures, lover
volumes, re-engineering actions and the absence of costs associated with
the U.8. government loss-sharing agreement, which was exited in the fourth
quarter of 2009.

Provisions decreased 38%, ®flecting a net $1.8 billion loan loss reserve
telease in 2010 compamd to a $5 8 billion build in 2009. Lower net credit
losses across most businesses wer pattially offset by the impact of the
adoption of SEAS 166/167. On 4 comparable basis, net credit losses vere
lower year-overyear by 28%, driven by improvernent in U8 morigages,
international portfolios and retail partoer casds.

Assets declined 21% from the prior year, primarily driven by portfolio
run-off, higher loan loss resrve balarices, and the impact of asset sales and
divestitures, partially offset by an incease of $41 billion msulting from the
adoption of SFAS 166/167. Xey divestitures in 2010 included The Student
Loan Corporation, P fimerica, 2uto loans, the Canadian Mastercard business
and U S. retail sales finance portfolios.
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Japan Consumer Finance

Giti continues to actively monitor a number of matters inw!ving its Japan
Consurner Rinance business, including custerner defaults, efund claims and
litigation, as well 4 financial and legislative, moulatory, judicial and other
political deselopments, relating to the charging of gray zone interest, Gray zone
interest mpmesents inferedt at rates that are legal but for whichclaims raay not be
enforceable. 1n 2008, Citi decided to extt its Japan Consumer Finance business
and has been liquidating its portfolio and otherwise winding down the business
sinee suchtime. However, this business has incursed, and will continue to face,
net credit losses and refunds, due in part to legislative, regulatory and judicial
actions taken in recent years. These actions may also educe credit availability
and increase potential claims and losses mlating to gray zore interest.

In September 2010, one of Japan's fargest consumer finance companies
{Takefuji) declared bankruptey, meflecting the financial distress that Japan's
top consumer finance lenders are facing as they continue to deal with
tabilities for gray zore interest mfund claims. The publicity mlating te
Takefuji's bankruptcy resulted in a signfficant increase in the number of
refund claims during the latter part of 2010 and first half of 2011, although
Giti observed 2 steady decline insuch claims during the remainder of 2011,
During 2011, ZCL recorded 2 net increase in ifs reserses related to customer
refunds in the Japan Consumer Finance business of approximately $120
million {pretax), in addition to an increase of approximately $325 million
{pretax) in 2010,

4s evidenced by the events described abowe, the trend inthe type, number
and amours of cefund claims remains volatile, and the potential full amount
of losses and their impact on Citi is subject to significant uncettainties
and continues to be difficult to predict. In addition, regulators inJapan
have stated that they are considering legislation to establish 2 framework
forcollective lega} action proceedings. If such legislation is passed and
implemented, it could patentially introduce 2 mom accessible procedure for
currert and fomer custorness to pursue refund clains and other types of
collective actions. Citi contirrues to monitor and evaluate these dewelopments
and the potential impact to both cumently and previously outstanding loans
i1 this business and its reseres related thereto,
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Payment Protection insurance

The alleged mis-selling of payment protection insurance products (PP1) by
financial institutions in the UK, including Citi, has been, and continues to
be, the subjert of intens2 review and focus by the UK regulators, particularly
the Financial Services Authority (FSA). PP1 is designed to cover a customer’s
loan repayments inthe event of cettain events, such as long-term illness o
unemployment. The FSA has found certain problems, acrossthe industsy,
with how these produds were sold, including customers not realizing

that the cost of PPI premiums was being added to their loan or PPI being
unsuitable for the customer. Prior to 2008, certain of Citi's UK consumer
finance businesses, primarily GitiFinancial Burope plc and Bgg Banking ple,
engaged in the sale of PPI. While Giti has sold a significant portion of these
businesses, and the remaining businesses ate in the process of wind down,
Giti generally retains the potertial liability relating to the sale of PP by
these businesses.

4s a esult of this regulatory focus and resulting publicity, during 2010
and 2011, Citi observed an increase in customer complaints relating to
the sale of PPL. In addition, in 2011, the FSA mquited all fimsengaged
inthe sale of BPI inthe UK, including Citi, to rview their historical sales
processss for PPI, generally from January 2005 forward. In addition, the
RSAis mquiring these firms to proactively contact any customess who may
hawe been mis-sold PPI after January 2005 and invite them to have their
individual sale mviewed. Redress, whether as 4 esult of customer complaints
or Citi's proactise contact with customers, generally involves the mpayment
of premiums and the refund of all applicable contractual intemst togather
withcompensatety interest of 8%.

As a result of these dewelopments during 2011, Giti increased its reserves
related to potential PPI refunds by approximately $330 miltion ($236 million
in ZGL and $100 million in Corporate/Other for discontinued operatiors).
Giti continues discussions with the FSA regarding ifs proposed remediation
process, and the trend in the number of ¢laims, the potential amourt of
refunds and the impact on Citi remains volatile and is subject to significant
uncertainty and lack of predictabitity. This is particularly true with respect
to the potential customer resporse to any direct custormer contact exercise.
Giti continues to monitor and evaluate the PP remediation pracess and
developments and its related reserves.
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SPECIAL ASSET POOL

Special Asset Pool (SAP) had approximately $41 billion of assets as of Decemnber 31, 2011, which constituted approxirnately 15% of Giti Holdings assets as
of such date. SAP corsists of 2 portfolio of securities, loans and other assets that Citigroup intends to continue to reduce over time through asset sales and
poriolio run-off, 47 assets have declined by approximately $287 billion, or 83%, from peak levwels in 2007, reflecting curulative write-downs, assat sales and

portfolio run-off.
% Change % Changs
In millons of dolars 2011 2010 2009 2011 vs. 2010 2010 vs. 2009
Met interest revenue $ (405) §1.219 2744 N (56)%
Nor-interest revenue 952 1,633 {6,014) {42)% NM
Revenuss, net of interest expense $ 547 §2.852 $(3.260) B1)% NM
Total operaling expenses $ 203 § 51 § 9N #9% {(37%
Net credit losses $1,088 §2013 $5.399 &% {63)%
Provigion freleasesh for unfunded lending commitments {40} {76} m a7 NM
Credt resarve bulids Feleases) {1,855) Rk {530) ] NM
Provigions for credt osses and for banefits snd clsims s @n § 226 $4,980 L] (95)%
Income goss) from continuing operations before taxes § 1,081 §2,055 $(8,151) (47¥% NM
Income taxes {benefits) 4865 897 (3.726) (48) NM
Net income (logs) from continuing operations $ 586 $1.158 $(5.425) {491% NM
Net income {oss) attributable to noncontroliing interasts 108 188 {16) {48} NM
Net income (loss) $ 488 § 970 $(5.409) {50)% NM
EQP assets (in billons of doltars) $ A1 § 80 § 136 9% A%
1 Not meaniagte!
201t vs, 2010 2010 vs, 2009

Net tncome decrased 50%, driven by the decrease in revenues due to lower
asset batances, pattially offset by lowerexpenses and improved credit

Revensies decreased 81%, driven by the owrall decline in Vet fnforest
revenvie during the year, as interest-earning assets declined and thus
repmsent a smaller pottion of 4P, Net inerest revensie was 4 negatve $405
million in 2011 and Citi expects to ingur continued negative carrying costs
in SAP going forward as the non-interest-earning assets of S47, which require
funding, now represent the largerportion of the total asset pool. Non-gmterest
revenue decreased by 42% due to lower gains on asset sales and the absence
of positive marks from the prior year such as on subprime exposums.

Bxpenses decreased 49%, driven by lover volume and asset levels, as well
as lover kgal and elated costs.

Provisions decreased $1.1 billion as credit conditions continued to
improw during the year. The decline of $1.1 billion was driven by 2 $345
million decmase in net credit losses and an increase in loan loss reserve
releases to $1.9 billion in 2011 from 2 release of $1.7 billion in 2010

Assets declined 49%, primarily driven by sales and amortization and
prepayments. Asset sakes of $2 billion for 2011 generated pretax gains of
approximately $0.5 billion,
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Net income increased $6 4 billion from a net loss of $5.4 billion in 2009.
The increase was driven by higher gains on asset sales and improved revenue
marks, as well s improved cedit,

Revenyes increased $6.1 billion, primarily due to the improvement
of mvenue marks in 2010, Aggregate marks were negative $2.6 billion in
7009 as compared to positive marks of $3 4 billion in 2010. 2010 Evenues
included positive marks of $2.0 billion related to subprime-related direct
exposure, 4 positive $0.5 billion CW/DVA related to monoline insures, and
$0 4 billion on private equity positions. These positive marks wee partially
offset by negative reverives of $0.5 hillion on All-Amortgages and $0.4 billion
oncommercial real estate.

Bxpenses decreased 37%, mainly driven by the absence of the U 8.
government loss-sharing agresment exited in the fourth quatter of 2009,
lower compensation, and lower transaction expenses.

Provestons decreased 95% as credit conditions improved. The decline in
credit costs was driven by a decrease in net credit losses of $3.4 billionand 2
higher release of loan loss reserwes and unfunded lending corarnitrnents of
$14 billion.

Assets declined 41%, ptimarily driven by sales and arnortization and
prepayments. Asset sales of $39 billion for 2010 generated pretax gains of
approximately $1.3 billion.
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CORPORATE/OTHER

Gorpotate/Other includes global staff functions {including finance, risk, human tesources, legal and compliance) and other corporate experse, global

operations and echnology, unal

located Corporate Trasury and Gotporate items and discontinued operations. At Decernber 31, 2011, this segment had

approximately $2% billion of assets, or 15% of Citigroup's total assels, corsisting primanly of Citi's liquidity porffolio.

in miflions of dollars 2011 2010 2009
Met interast revenue $ $ 828 § (1,840
Non-intarest ravenie 881 926 (8,715
Revenuss, net of interest expense $ 8% $1.754 ${10,555)
Total opersling expansss $250 $1,616 § 1,039
Provisions {releases) for loan losses and for benefits and claims {1) — —_
Income foss) from continuing operation's before taxes $(1,635) $ 138 ${11,594)
Provision (benetits) for Income taxes (764) {36) {4,225)
Income (oss) from continuing operations $ (8N) $ 174 {7.369)
income §oss) from discontinued operations, et of taxes 112 {68} {445)
Net income {loss) befare attribution of noncontrolling intsrests $ (159) § 106 {7.814)
Net floss) aftributabls to noncontrolfing irterests {27} {48} {2)
Net incoma (loss} S (732} $ 154 $ (7.812)

201 vs. 2010

Net loss of $732 million wflected a decline of $886 million compared to

Net tncome of $154 million in 2010. The decline was primarily due to the
deceaz in revenues coupled with the increase in expenses, as well as the
absence of the net gain on the sak of Nikka Cordial Securities and the related
berefit for income taxes recorded in discontinued operatiors in 2010. This
was partially offset by the absence of the ret loss on the sale of The Student
Loan Cotporation in 2010 and a net gain on the sale of the Egg Banking plc
credit card business in 2011, each recorded in distontinued operations in the
tespective yeat.

Revensies decreased $868 million, primarily driven by lover invesment
el in Treasury and lower gains on sales of AFS sesurities, partially offset
by gains on hedging activities and the gain on the sale of 2 portion of Citi's
holdings in the Housing Development Finance Cozp. (HDFC) in the second
quarterof 2011 (approximately $200 million pretax).

Bxpenses increased $906 million, due to higher legal and related cogs
and continued investment spending, primarily in technology.
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2010 vs, 2009

Net loss deceased $8.0 billion, primarily due to the incmase in mevenuss and

the absence of prior-year losses related to Nikko Cordial, pattially offeet by the

increase in expenses and the net loss onthe sale of The Student Loan Corporation.
Revenues increased $12.5 billion, primarily due to the absence of the

loss on debt extinguishment mlated to the repayment of TARP and the exit

from the loss-sharing agresmert with the U, gowernment, each inthe

fourth quarter of 2009, Revenues also increased due to gains on sajes of ARS

securities, benefits frorn lower shost-term interest rates and other irnproved

Treasury msults in 2010. These increases wem pattially offset by the absence

of the pietax gain related to Citi's public and private exchange offers in 2009.
Bxpenses increased $577 miltion, primarily due to vadous legal and

related expenses as well as other non-compensation expenses.
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BALANCE SHEET REVIEW

The following sets forth a general discimsion of the changes in certain of the mete significant line iterns of Citi's Consolidated Balance Steet during 2011. Bor
additional informatior: on Citigroup's deposts, shost-tem and long-term debt and secured financing transactions, see "Capital Resources and Liquidity—

Punding and Liquidity” below.

December 31, Increase %
In blions of dollars 2011 2010 {decrease) Change
Assets
Cash and deposits with banks $ 184 $ 190 L G 8%
Fedaral hands s0id and securities bomowed or purchased undar agresments to resell 276 247 28 12
Trading account assets 22 317 (25) @)
s stments 298 318 25) ®
Loans, net of unsarnad incoma and aliowance for loan [osses 817 608 8 1
(Other assets 212 23 {22} )
Total assets $1,874 $1,914 $(40) @)%
Liabiiities
Deposits $ 868 $ 845 $21 2%
Federal funds purchased and secunities loaned or sold utrder agresments to repurchase 168 180 8 4
Trading account liabifitles 126 129 3) @)
Short-tem borrowings and long-term debt 318 4860 82) (18)
(ther liabilities 126 124 2 2
Total liabilities $1 o4 $1.748 S@A) 8)%
Total eguity $ 180 $ 166 $14 8%
Total liabilities and squity $1,874 $1.914 $(40) 2r%

ASSETS

Cash and Deposits with Banks

Cash and deposits with banks is comptised of both Cash and due
Jrom banks and Dgposits with bamks. Cash and due from banks
includes (i) cash on hand at Citi's domestic and overseas offices,

and (ii) non-interest-bearing balarces due from banks, including

non-inte est-bearing demand deposit accounts with correspondent banks,
certral banks (such as the Federa] Resarve Bank), and other banks or
depository institutions for nommal operating pusposes. Depossds with banks
includes interest-bearing balances, demand deposits and time deposits held
in or due from banks {including correspondent banks, central banks and
other banks or depository institutions) maintained for, among other things,
notmal operating and regulatory reserve requirernerit purposes.

During 3011, Cash and depossts with banks decteased $6 billion, or

5%, driven by a $7 billion, ot 4%, decrase in Deposdls with barks offset by

a $1 billion, or 3%, increase in Cash and due from banks. These changes
resulted fmm Citi's normal operations during the year

Federal Funds Sold and Securities Borrowed or
Purchased Under Agreements to Resell (Reverse Repos)
Faderal funds sold consist of unsecumed advances of excess balances in reszrve
accounts held at the Pederal Reserve Banksto third parties. During 2010
and 2011, Citi's federal funds sold wem not significard. Reverse repos and
securities borrowing transactions increased by $29 billion, or 12%, during
2011, comnpared to 2010. The majority of this increase was due to additional
secured lending to clients.

For futher infornation mgarding these Gonsolidated Balance Sheet
categories, see Notes 1 and 12 to the Consolidated Financial Statements.

Trading Account Assets

Trading account assets includes debt and matketable equity securities,
derivatives in a net receivable position, msidual interests in securitizations
and physical commodities inventory. In addition, cetain assets that
Citigroup has elected to carry at fair value, such as certain loans and
purchase guarantess, are also included in Trading account assels.

During 2011, Tradting account assets decreased $25 biltion, or &%,
primarily due to decreases in coporate bonds ($14 billion, or 28%), foreign
government securities ($9 billion, or 103}, equity securities ($4 billion, or
11%) and U, Treasuty and faderal agency securities {$4 billion, or 18%),
pattially offset by a $12 billion, or 24%, increase in derivative assets. A
significant portion of the decline in Giti's rading accosunt assets oocurmed in
thesecond half of 2011 a3 theeconomic uncertaintythat largely began inthe
third quaster of 2011 continued into the fourth quatter. Citi reduced its rates
trading inthe 510, particularly in Burope, given the market envirorment in
the region, and credit trading and securitized markets ako declined dueto
reduced client volurne and less market liquidity.

Average Trading acoovnt assels were $270 billion in 2011, compared to
$280 billion in 2010.

Por further infommation on Citi's Trading account assels, see Notes 1 and

14 to the Consolidated Financial Statements.

OPP008503



Investments

Iivestmenis corsists of debt and equity securities that are available-for-sake,
debt securities that are held-to-matunty, non-marketable equity securities
that am carried ot fair value, and non-marketable equity securities carried
at cost. Debt securities include bonds, notes and redeemable preferted stock,
as vell as certain motgage-backed and asset-backed securities and other
structured notes. Marketable and non-marketable equity securities carried
at fair value include cormon and nonredeemable prefemed stock Non-
matketable equity securities cacried at cost primarily include equity shams
issued by the Pederal Reserse Bank and the Rederal Home Loan Banks that
Citigroup is required to hold.

During 2011, Investmtenis decreased by $25 billion, or 8%, primarily due
to 2 $9 billion, or 3%, decrease in available-forsale securities {predominantly
.S, Trasury and federal agency securities), and 2 $18 billion decrase in
held-to-maturity securities {predominately mortgage-backed and Corporate
secutities) that included the $12.7 billion of assefs in the Special Asset Pool
that were mclassified and tra nsferred to Thading accosunt assess in the first
quarterof 201 1. The majoriy of the emaining decrease was largely due to
acombined reduction in U.S, Treasury and federal agency securities and
fomign government securities, which was patially offset by an increase
in US. government agency mortgape-backed securities, as Giti beganto
modestly mallocate its porifolio into higheryielding aswts.

For futther infomation regarding Inestmenis, see Notes 1 and 15 to the
GConsolidated Rinancial Staterments.

Loans

Loans mpresent the largest asset category of Giti's balarce sheet, Giti's

total Joans (as discussed throughout this section, net of unearned income)
were $647 billion at December 31, 2011, compared to $649 billion at
Decernber 31, 2010. Bxcluding the impact of FXtransiation, loars increased
1% year over year. A year end 2011, Consumer and Corporate loans
mpmsented 65% and 5%, respectively, of Giti's total Joars,

In Citicorp, loars hawe increased for six consecutive quatters as of
December 31, 2011, and were up 23% to $465 billion at yearend 2011, s
compared to $379 billion at the second quarter of 2010. Giticorp Corporate
loans inceased 24% year ower year, and Giticorp Consurner loans were up 7%
ear over year, Corporate loan growth was driven by Transaction Services
(37% growth), particularlyfrom increased trade finance lending in Asa,
Latin Americe and Burope, as vell as growth in the Securdties and Banking

Cortporate loan book (20% growth), with increased borrowing generally
across all client segraents and geographies. Consurner loan growth was
driven by Regronal Consvimer Banking, as loans increased ™% year over
year, led by Avig and Zatin Americs. The growth in Regronad Consumer
Banking loars reflected the economic growth in these regions, as well as
the wesult of Cii’ investment spending in these amas, which drowe growth in
both cards and retail loans. North America Consumer loans increased 6%,
driven by retail loans as the cards market continued to adapt to the CARD Act
and other regulatory changes. [ncontrast, Giti Holdings loans declined 25%
year over year, due to the cantinued run-off and asset sales inthe portfolio.

DBuring 2011, average loans of $644 billion yielded an average rate of
7.8, compared to $686 billion 2nd 8.0%, respectively, in the prior year.

For fugher information on Citi’s loan portfolics, see generally "Managing
Global Risk—Credit Risk” below and Notes 1 and 16 to the Consolidated
Financial Staternents,

Other Assets

Other assets consists of Brokerage recetvables, Gooduill, Intangdhles and
Morigage serviang rights inaddition to Other assess (including, among

other iterns, loans held-for-sale, deferred tax assets, equity-method inwstments,
inferest and fees meeivable, premises and equipment, certain end-user
derivatives in a net eeeivable position, mpossessed assets and other receivables).

During 2011, Other assets decreased $22 billion, or 9%, primarily due
to 3 $3 billion decrease in Brokerage recesuables, 2 $2 billion decease in
Morigage soricing rights, 4 $1 billion decrease in Iniangible assels, 1. §1
billion decrease in Gooduali and a $15 billion dectease in Other assels.

For futther information on Brokergge recetvables, see Note 13 to the
Corsolidated Financial Staternents. For further information mgarding
Goodutll and tangible assets, see Note 18 to the Consolidated
Finarcial Statements.
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LIABILITIES

Deposits

Deposits represent custorner funds that are payable on demand or upon
maturity. For a discussion of Citi's deposits, see “Capital Resoures and
Liquidity—Punding and Liquidity" below.

Federal Funds Purchased and Securities Loaned or Soid
Under Agreements To Repurchase (Repos)

Federal funds purchased consist of unsecured advances of excess balances in
reserve accounts held at the Federal Reserve Banks from thisd parties. During
2010 and 2011, Citi’s federal funds purchased were not significant,

For fusther infomnation on Citi's secured financing transactions,
including mpos and securities lending transactions, see "Capital Resources
and Liquidity—Punding and Liquidity” below. See also Notes § and 12to
the Corsofidated Financial Statements for additional information on these
balance sheet categories.

Trading Account Liabitities
Trading account Babilsties includes securities sold, not yet purchiased
{short positions}, and derivatives in a ret payable position, as well 25 certain
liabilities that Citigroup has elected to carry at fair value.

During 2011, Thading account liabdsties docteased by §3 billion, or
2%, primarily dueto a $3 billion, or 6%, decrsase in derivative Habilities. [n
2011, average Trading account Eabrlities were $86 billion, compared to $80
billion in 2010.

For futher information on Citi's Trading account liabikittes, see Notes |
and 14 to the Consolidated Financial Statements.

Debt

Debi is composed of both shor-temn and long-term borrowings. Long-term
borrowings include senior notes, subordinated notes, trust preferred securities
and securitizations. Short-temn bomowings include commercial paper and
borrowings from uraffiliasted banks and other market participants. For
further information on Citi's long-temn and short-term debt borrowings
during 2011, see "Capita! Resources and Liquidity—Funding and Liquidity"
below and Notes 1 and 19 to the Consolidated Financial Statements.

Other Liabilities

Other labdlsties corsists of Broberage payables and Otber Babilties
{including, armong other items, accrued expenses and other payables,
deferred tax lisbilities, certain end-user derivatives in a net payable position,
and reserves for legal claitns, taxes, restructuring, unfunded knding
commitments, and other matters).

During 2011, Other ligbalities increased $2 billion, or 2%, primarily due
to a $5 billion increase in Brokerage payables, offset by 2 $4 billion decrease
in Other liabilities.

For further information tegarding Brokerage payables, e Note 1310 the
Consolidated Financia! Statements.
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SEGMENT BALANCE SHEET AT DECEMBER 31, 2011

Corporate/Other,
Discontinued
Operations
Glohal Institutional and
Consumer Clients Subtotal Citi Consolidating Total Citigroup
in mifions of ooliars Banking Group Citicorp __Heldings Eliminations Consolidated
Asssts
Cash and dus from banks $ 802 $17438 & 28450 & 1,105 $ 1137 & 28701
Deposits with banks 1858 52,248 59,008 1,342 84534 155,784
Federal funds soldand securities borrowed or purchased
under agreamants to resell 8,260 260,205 272,564 8,206 — 275,849
Brokerage recefvables - 18,162 18,182 11,181 434 2117
Trading account assets 13,224 205577 273,801 12,933 —_ 291,734
Irvestments 21,1% 95,601 123,341 30,202 139,870 293,413
Loans, net of uneamed incoms
Consumer 246545 — 248545 177,188 — 423,731
Corporate e 218,719 218,779 4,782 e 228511
Loans, net of ungamed Income $246545 $2187718 $ 485824 $181918 $ -_— $ 84724
Allowance for loan losses (10,040) {2,815) {12,055) {17,460) — (30,115)
Total foans, net $236,505 $216,164 § £26650 $164458 $ —_— $ 817,127
Goodwill 10,236 10,737 20,973 4,440 — 25418
Intangible assats {ther than MSRs} 1,915 a7 2812 8,788 — 6,600
Mortgage servicing rights (MSRg) 1,388 88 1417 1,002 — 2,560
Other asssts 20,303 34282 83,875 35,962 48844 148011
Total assets $ 340,350 $978,491 $1,318,841  $260218 § 205,819 $1,873,878
Liabiiities snd equity
Tokal deposits $312,847 $483557 & 796404  § 843061 $ 5141 $ 865938
Federal funds purchassd and securities loaned or sold
under agrasments to repurchase 6,288 162,184 198,872 1 —_ 198,373
Brokerage payables — 55,885 55,885 7 804 58,808
Trading account llabilites 50 124,684 124,734 1,348 _— 126,082
Short-tam borrowings 13 42,121 42,334 402 11,705 54,441
Long-temm dabt 3017 63,779 66,856 8,884 246,765 323,505
Othar fiatiities 15577 25,034 40,611 11,011 16,750 60,272
Nat inter-segmant funding (lending} 2,348 {8,703) (6,355) 181,274 {174,919) —_—
Total Citigroup stockholders’ aquity - — e — 177,806 177,808
Noncontrolling interast —_ — — — 1,787 1,767
Total equity $ —_ $ - $ —  § — $ 179,518 $ 179578
Total lisbilities and eguity $840,350 $078.491 $1,318.841  $260,218 $ 285,819 $1,873.878

(0 The suppemental information presented in the tabls abowe reflects CROuRS consofidated GAAR balance sheet by raporting segment 5 of Decembier 31, 2011 The sespactve segment Rormation doptls e et
and Sahifties managed by aach segment as of such dale. Whie this preseatation & not defined by GAAR Citi beliewes thaf these non-GAAP financisl messwes anhance investors’ yndersianding of the falance sheet
components manager by the underyng tusiness sagments, as well as the benefeial nterreistionship of the asset and liability dynamics of the balance sheet components among Citis business sepments
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CAPITAL RESOURCES AND LIQUIDITY

CAPITAL RESOURCES

Overview

Citi generates capital though earnings from its operating businesses. Citi
may augment its capital through msuances of common stock, perpetual
preferred stock and equity issued through awards under employes benefit
plans, among other issuances. Citi has also augrmented its egulatory
capital through the issuance of subordinated debt underlying trust pefered
securities, although the treatment of such instruments as regulatory capital
will be phased out under Basel 1li and The Dodd-Frank Wall Street Reform
and Consurner Protection Act of 2010 (see "Repulatory Capital Standasds”
and “Risk Factors—Regulatory Risks" below). Further, the impact of future
events on Citi's business msults, such as corporate and asset dispositiors,

as vell aschanges in mgulatory and accounting standards, may also affect
Citi'scapital kewls.

Capital is used primarily to support assats in Citi's businesses and to
absorb market, credit or operational losses. Capital may be wsed for other
purposes, such s to pay dividends o repurchase common stock. Howewer,
Giti’s ability to pay regular quarterly cash dividends of more than $0.01
per shate, or o redeem or repurchase equity securities ot trust preferrd
securities, is curently restricted (which mstriction may be waived) due to
Citi’s agreements with certain U.S. government entities, generally forso long
as the U.5. government continues to hold any Citi trust prefermed securities
acquited in connection with the exchange offers consummated in 2009, (See
"Risk Factors—Business Risks” below)

Gitigroup's capital management framework i designed to ensure that
Citigroup and its principal subsidiasies maintain sufficient capital corsistent
with Giti's risk profile and all applicable mgulatory standards and guidelines,
as well asexternal rating agency considerations. Senior management
is responsible for the capital and liquidity management process mainly
through Gitigroup' Finance and dsset and Liability Committee (RinALCO),
with oversight frun the Risk Managernent and Finance Committee of
Citigroup's Beard of Directors. Among other things, FindLCO's responsibilities
include: determining the financial structure of Citigroup and its principal
subsidiaries; ensuring that Citigroup and its regulated entities are adequately
capitalized in consultation with fts regulators; determining apptoptiate
asset levels and eturn hurdies for Citigroup and individual businesses;
reviewing the funding and capital markets plan for Citigroup; and setting
and monitoring corporate and bank liquidity lewls and the impact of
currency frarslation on non-U 8. capital. Asset and lisbilty committees am
also established globally and for each region, country and/or major line
of business.

Capital Ratios

Citigroup is subject to the risk-based capital guidelines issued by the Federal
Reserve Board. Historically, capital adequacy has been measured, inpatt,
based on two tisk-based capital ratios, the Tier 1 Gapital and Total Capital
{Tier 1 Capital + Tier 2 Capital) ratios. Tier 1 Capital consists of the sum of
“core capita] elements," such as qualifying common stockholders' equity, as

adjusted, qualifying noncontrolling interests, and qualifying trust preferred
securtties, principally reduced by goodwill, other disalloved intangible

assets, and disallowed deferred tax assets. Total Capital akso includes
"supplementary” Tier 2 Capital elements, such as qualifying subodinated
debt and 4 limited portion of the allowance for cedit losses. Both reasures of
capital adequacy are stated as a percentage of risk-weighted assets.

In 2009, the U S, banking regulators deweloped 2 newmeasum of capital
termed ""Tier 1 Common,” which is defined a5 Tier 1 Capital less non-
common elements, including qualifying petpetual preferred stock, qualifying
noncentrolling interests, and qualifying trust preferred securities. Formore
detall on all of these capital metrics, see "Components of Capital Under
Regulatory Guidelines" below

Citigroup's risk-weighted assets are principally derived from application
of the risk-based capital guidelines related to the measurement of credit
risk. Pussbiant to these guidelines, on-balance-sheet assets and the credit
equivalent amount of certain off-balance-sheet exposums (such as financial
guartantees, unfunded knding commitments, letters of credit and derivatives)
are assigned to one of several pescribed dsk-weight categories based upon
the perceived credit risk associated with the obligor of if mlevant, the
guarantor, the natum of the collateral, orexternal credit ratings. Risk-
weighted assets also inoopo rate a measure for market risk on coverd
trading account positions and all foreign exchange and cormodity positions
whether or not carried in the trading account. Excluded from risk-weighted
assets are any assets, such as goodwill and deferred tax assats, to the extent
required to be deducted from regulatory capital. See "Components of Gapital
Under Regulatory Guidelines® below,

Citigroup is also subject to a Leverage ratio requitement, a non-risk-
based measure of capital adequacy, which is defined as Tier 1 Capital 25
percentage of quarterly adjusted average total assets,

To be "well capitalized™ under current federal bank regulatory agency
definitions, 2 bank holding company must haw a Tier 1 Gapital ratio of at
keast 6%, 2 Total Capital ratio of at least 10%, and not be subject to a Federal
Reserwe Board directive to maintain higher capital lewels. In addition, the
Rederal Reserve Board expects bank helding companies to maintain a
minimum Leverage ratio of 3% o1 4%, depending on factors specified in its
regulations. The following table sets forth Citigroup § regulatory capital ratios
as of Decernber 31, 2011 and Decernber 31, 2010:

Citigroup Regulatory Capitai Ratios

At yoar eng 2011 2010
Tier 1 Common 11.80% 10.75%
Tier 1 Capltal 1855 12.91
Total Capital (Tiar 1 Capital + Tigr 2 Capital) 16.99 16.69
Leverags 718 8.60

As indicated inthe table abowe, Citigroup was "well capitalized” under the
current federal bank regulatory agency definitions as of December 31, 2011
and December31, 2010,
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Components of Capital Under Regulatory Guidelines

in mitfions of coliars al year 6nd 2011 2010
Tier 1 Commaon Capital
Citigroup commaon stockholders' equity $177404  $163,156
Less: Net unrealized losses on securities available-for-sale, net of tax ® {35) {2.395)
Less Accumulated net losses on cash flow hedges, net of tax {2,820) {2,850
Less Pension fisbility adustment, net of tax® (4,282) (4,109)
Less: Cumulative effact included in fair value of financial iabifitles attibutable to the changs in
own creditworthiness, net of tax® 1,266 164
Less Disaliowed deferrad tax assats*® 87,880 34,946
Less Intangible assets:
Goodwil 25413 26,152
Other disallowed intangible assets 4,550 5211
Other (568) {698}
Total Tier 1 Common Capitai $114854 3105135
Tier § Capital
Qualifylng perpetual preferrad stock $ 312 § 3z
Qualifylng mandatority redeemable securities of subsidiary trusts 15,920 18,003
Qualifying noncontralling interests 719 §68
QOther — 1,875
Tolal Tier 1 Capital $181,874  §126,193
Tier 2 Capital
Aliowance for credit losses™ $ 12428  § 12627
Qualitying subordinated dett® 20,428 22,423
Net unrealized pretax gains on available-for-sale equity secuiities™ 858 a78
Total Tier 2 Capital $ 33510 3 36,026
Total Capital (Tier 1 Capital + Tier 2 Capitaf) $165384  §162.219
msk-wdahted assets {(RWA© §073,990 3977‘62_2

() Tor 1 Capitalexchides net unreaiend gais (0550s) o avaliabio-tor-cab detX securtins and net unroaltzed gains on avallabio-1r-sak equity securitios with raadiy delminab Tair vakios, |n s0coriance with rik-
based captal quidelings. In ariing &t Tier 1 Capilal, banking organizations ae reauird 1o deduct net uneakavd ksses o avakbie-or-sal Bauity Socurlies with madly detem inable Tak vaies, net of tax Barnking
organgations ar permitied to incke in Tier 2 Capital up 10 46% of net yniakeed etax gains on avallabla-nrsaie equly securiies with madiy deRrminabie 2k vaiws

The Feceral Reserve Bossdl granid intanim capilel rafief 1or the impact of ASC 716- 20, Campansshion—~Relramant Banalis-—Dangd Banafits Fans fomaty SFAS 168

The impact ofchanges in CRIIOUD'S own crecwerthiness in valing Binancial Hakiitbs r which the fair valie apion has been elctart fs exchdad from Tier 1 CapRal, in acomiance with risk-based c2oits! gutietnes
Of Cli's appoximately 362 bikon of net defered tax ssels ot December 34, 2011, approximalely $11 bilkon of such assets wete inchiciabl wihout kmiation in mgulatory capitel pursuant © risk-based capetal
quitlebnes, while appoximatelr 338 telloa of such a5sets excesried the imitaton imposest by these gublelines and, as "dsalbwed deferad tax assets,” wee deductod In arivng 2t Ter ¢ Capdal CRgroups
approximatety $.3 bilion of othar et defomed tax assels primartly mpresentad eftects of the pansion abilly afjustment, which are pertaten 1 be excluden Aot 1 darving the amount of ne! dotered tax assets
Soket 1 ImRation yoer the Quidelies

Includable up 10 1 25% of risk-werghled assels. Any eucess alawanos 101 credit 06525 is vsdwsted i &riing at risk-weigtad mts

Inclides qualitving sutoniinated debt i an sgmount not exceading SO%. of Tier 1 Capital

{ncludes rsk-weighled crc it quivaient amounts, netof applicable biaieral netting agreements, of $67.0 billion for interest 1ate, commodky and equiy deavatve contracts, loeign exchange contrcts, and credit
teriathes as of December 31, 2011, compad with $82.1 pifion asof December 31, 2010, Market sk equnvaket assols inchicer 1 rsk-weigho assets amountod o $45 8 bilion 3t December 31, 2011 and
3$51.4 biton at December 31, 2010. Risk-wewghied assets aiso Inciude the efect ol conain other off-taiance-shoet aY0SUres, SUCh &S unusad BRCING oM MAMENS and kttess of ciedit, and retet gedactins Such
&5 certadn inangitio sssets and any BXORSS ANWICE it Caol sses

B
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Common Stockholders’ Equity

Gitigroup's cornmeon stockholdess’ equity increased during 2011 by

$14.2 billion to $177.5 billion, and represented §% of total assats as of
Decernber 31, 7011. The table below summarizes the changs in Citigroup's
common stockholders’ equity during 2011:

in billions of doflars
Common stockholders’ equity, December 31,2010 $163.2
Citigroup's net income 111
Employes benefit plans and other activities ® 08
Conversion of ADIR Upper DECs aquity units purchass

contracts to commen stock 38
Nat change in aceumulated othar comprahensive income (0ss), net of tax {1.5)
Gommon stockholders’ 2 u& December 31,2011 $17715

) As of Decemder 31, 2011, $6.7 bilion of comman Stock repsrehases remaines yader Cits
authoridg repurchase programs. Mo material mpuchases were made in 2011

43

Tangibie Common Equity and Tangible Book Value

Per Share

Tangible commonequity (TCE), as defined by Citigroup, represents common
equity kess goodwill, intangible assdts (other than morigage servicing

rights (MSRs)), and related net deferred tax assets. Other companies may
cakeulate TCE in 2 manner different from that of Citigroup. Citi's TCE was
$145 4 billion ot Decemnber 31, 2011 and $129.4 billion at December 31, 2010.

The TCE ratio (TCE divided by risk-weighted assets) was 14.9% at
Decernber 31, 2011 and 13.2% at December 31, 2010.

TCE and tangible book value pershar, as well as related ratios, are
capital adequacy metrics wed and relied upon by investors and industry
analysts; hovever, they are non-GAAP financial measures for SEG purposas. A
meonciliation of Citigroup's total stockholders' equity to TCE, and book value
per share to tangible book value per share, as of December 31, 2011 and
Decernber 31, 2010, follows:

In mliflons of dollars o shares at yoar ond,

excep! ratios and per-share data 2011 2010
Total Citigroup stockholders’ equity $ 177,806 $ 183458
Less:

Fraferrad stock 312 312
Gomimon equity $ 1717404 $ 163156
tess

Goodwill 25413 26,152

intangible assets {other than MSRs) 6,600 7,504

Relatad net defarmed tax assets 4 58
Tangible common equi $ 145437 $ 125,444
Tanyible assets
GAAP assets $1,878,878 §1,813,902

Lass:

Goodwill 25418 26,152

intanglble assets {cther than MSRs) 8,800 7,504

Related deferred tax assets 2 353
Tangible asssis (TA) $1,841 543 $1,.873,887
Risk-weighted asssts (RWA) $ 573360 § 977,629
YCE/TA ratio 1.90% €.89%
TCE/RWA ratio 14.94% 13.24%
GCommon sharss outslamﬁng ‘GSO) &;QS.Q 2.905.8
Book valus per share

{comman squity/CS0} $ 6010 $ 5615
Tangible book value per share (TCE/CSO) $ 4074 $ 4455

OPP008509



Capital Resources of Citigroup's U.S. Depository
Institutions
Citigroup's U.S. subsidiasy depository institutions are also subject to rsk-
based capital guidelines issued by their respective primary federal bank
regulatory agencies, which a similar to the guidelines of the Paderal
Reserve Board.

The following table sets forth the capital tiers and capital raties of
Gitibank, N.A, Citi's primary U.S subeidiary depository institution, as of
December 31, 2011 and Decernber 31, 2010:

Citibank, N.A. Capitat Tiers and Capital Ratios Under
Reguiatory Guidelines™

In bilons of dofiars at year end, except ratios 2011 2010
Tier 1 Common Capital $121.8  $1236
Tier 1 Capital 1219 1242
Total Capital (Tier 1 Capital + Tisr 2 Capital) 134.3 138.4
Tier 1 Common ratio 1465%  15.33%

Tiar 1 Capital ratio 1470 15.42
Tokal Capital ratio 1820 1718
Leveraga ratio 0.68 932

0 Efectve Juy 1, 2011, Chicask (outh Dadots) NA memed i Citikank, NA. The amount
of Tier 1 Comimon Cagitad Tier 1 Capital and Ttal Capitas, and the resuRant capital ratios, at
December 31, 2010 baws been rstatd 1 rotict this memer The 2017 Caphal Ratds above ako
mfiact the impact of dividends paid by Clibank, NA © Citgroupdurieg 2011

impact of Changes on Capital Ratios

The following table presents the estimated sensitivity of Citigroup's and
Gitibank, NA's capital ratios to changes of $100 million in Tier 1 Comrmon
Capital, Tier 1 Capital or Total Capital (numerator), orchanges of $1 billion
in risk-weighted assets or adjusted average total assets (denorninator), based
onfinarcial information as of Decernber 31, 2011. This info mation is
provided for the purpese of analyzing the impact that 2 change in Citigmoup's
or Citibank, NA's financial position or results of operations could haw
onthese ratios. These sensitivities only consider 4 single changa to either a
component of capital, risk-weighted assels or adjusted average total ssels.
Accordingly, an event that affects more than one factor may hawe a laper
basks point impact than is teflected in this table.

Tier 1 Common ratio Tier 1 Capital ratle Total Capitai ratio Leverags ratio

Impact of $1

impadt of $1 impact of $1 impact of $1 billien change

impact of $100 biltlon change in Impact of $100 billion change in  Impact of $100 billlon change in impact of $100 in adjusted

miliion change in  risk-weighled million change  risk-weighted  million change  risk-weighted million change  average total

Tier 1 Common Capital assels in Tier { Capital assets in Total Capital assets in Tier 1 CapHal assels

Citigroup 1.0 bps 12 bps 10 bps 14 bps 1.0 bps 1.8 bps 0.8 bps 0.4 bps

Citibank N.A. 1.2 bos 1.8 bos 1.2 bps 1.8 bps 1.2 bps 20 bps 0.8 bps 0.8 bps
Broker-Dealer Subsidiaries

At December 31, 2011, Citigroup Global Markets Inc,, 2 broket-dealer
registerad with the SEC that i an indirect wholly owned subsidiary of
Citigroup, had net capital, computed in accordance with the SEC's net
capital rule, of $7 8 billion, which exceeded the minimum requirement by
$£7 0 billion.

In addition, certain of C#i's other broker dealer subsidiaries are subject
to egulation inthe countries in which they de business, including
requirements to mairtain specified kevels of net capital orits equivalent.
Gitigroup's broker-dealer subsidiaries were in compliance with their capital
requirements at Decernber 31, 2011
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Regulatory Capital Standards

The praspective regulatory capital standards for financial institutions, both
in the U.$. and internationally, continue to be subjent 1o engoing debate,
extensive rulernaking activity and substantial urcertainty, See "Rk
Factors—Regulatory Risks” below.

Basel If and I1.5. in Novernber 2005, the Bassl Goramittee on Banking
Supervision {Rase! Committee) published a new set of risk-based capital
standards (Basel 1) that permits banking organizations to leverage internal
riskmodels used to measue credit and operational risks to derive risk-
veighted assets. In November 2007, the US. banking agercies adopted
these standasds for large, internationally active U.S. banking organizations,
including Citi. As adopted, the standards mquire Giti to comply with the most
advanced Base] 11 approaches for cakoulating risk-weighted assets for cmdit
and operational risks. The U1.S. Basel 1 implementation timetable originally
consisted of a paralle] caloulation period under the current regulatory capital
regime (Base! 1), followed by 4 three-year trarsitional "floor” period, during
which Basel I risk-based capital requirernents could not fall belowcertain
flooss based on application of the Basel | rules. Giti began parallel Base! |
and Basel 1T repotting to the U.S. banking agencies on April 1, 2010,

InJune 2011, the U S. banking agencies adopted final mgulations
to implement the “capital floor" provision of the so-called "Collins
Amendment” of The Dodd-Prank Wall Stmst Reform and Consumer
Protection Act of 2010 (Dodd-Frank Act}, These regulations eliminated the
three-year transitional floor period in favor of a permanent floor based on
the gererally applicable risk-based capital rules (currently Basel 1). Pussuant
to these regulations, a banking organization that has formally implemented
Basel I rust cakoulate its risk-based capital requirernents under both Basel 1
and Baw! 11, compare the two tesults, and then use the lower of the msulting
capital ratios for purposes of detemmining compliance with its minimum Tler
1 Capital and Total Capital requirernents. As of December 31, 2011 reither
Giti nor any other U.S. banking organization had mceived approval from
the U.S. banking agencies to formally implernent Basel 11 Accordingly, the
timing of Giti's Basel I1 implernentation remains subject to uncertainty.

Apart from the Basel Il rules mparding credit and operational risks, in
June 2010, the Bassl Commities agreed on certain revisions to the market risk
capital framework (Basel 11.5) that would also result in additionalcapital
requirements. In January 2011, the U 8. banking agencies issued a proposal
to amend the market risk capital rules to implement certain revisions
approved by the Basel Committee. However, the U.S. banking agencies'
proposal excluded the methodologies adopted by the Basel Comrmittes for
calculating capital requitemnents on certain debt and securitization posttions
covered by the market risk capital rules, as such methodologies include
reliance on external credit ratings, which i prohibited by the Dodd-Frank Act
(see below).

Basel Il and Global Sysiemically important Banks (G-SIBs)
Base 1. &s anoutgrowth of the financial crisis, in Decernber 2010, the Basel
Cormittee Bsued final rules to strengthenexisting capital requitements
{Basel 111). The U.S. banking agencies are required to finalize, by Decernber
2012, the rulesto be applied by U S. banking orpanizations commencing on
January 1, 2013 While expected to be substantially thesame asthese of the
Basel Cornrnittee as described below, 25 of December 31, 2011, the U3, banking
agencies had yet to issue the proposed U.S. vession of the Basel 111 rulks.

Under Base! 111, when fully phased in onJanuary 1, 2019, Citi would
be requird to maintain minimum risk-based capital ratios (exclusive of 2
G-S1B capital sumharge) as follows:

Tler { Common  Tier | Capital Total Capital
Stated minimum ratio 4.5% 6.0% 8.0%
Plus: Capital consemvation
buffer requirem ant 2.5 2.5 25
Effective minfmum mtic
(wtthotg G-5IB surchargs) 7.0% 8.5% 10.5%

While banking otpanizations would be pemnitted to draw on the 2.5%
capital corservation buffer to absorb losses during periods of financial
or economic stress, restrictions on earnings distributions (e.g, dividends,
equity repurchases, and discretionary compensation) would msult, with
the degree of such mstrictions greater based upen the extent to which
the buffer is utilized. Moteover, subject to national discretion by the
respective bank supervisory or regulatory authorities (i, forGiti, the U8
banking agencies), a countetcyclical capital buffer ranging from 0% to
2.5%, consisting of only Tier 1 Gommon Capital, could also be imposed
on banking organizations when it is deemed that excess aggregate credit
growth is esulting in 2 build-up of systemic risk in a given country. This
countercyclical capital buffer, when ineffect, would serve as an additional
buffer supplemerting the capital conservation buffer

Under Basel 111, Tier 1 Common Capital will be required to be measured
after applying generally all mgulatory adjustments (including applable
deductions). The impact of these regulatory adjustments on Tier 1 Common
Capital would be phased in incrementally at 20% annually beginning on
January 1, 2014, with full implementation by January 1, 2018. During the
transition period, the portion of the egulatory adjustments (including
applicable deductions) not applied against Tier 1 Common Capita] would
continue to be subject te existing national treatments.

Further, under Basel (11, certain capital instruments will no longer
qualify as non-cornmon components of Tier 1 Capital (e.g, trust prefermd
securities and cumulative perpetoal prefered stock) ot Tier 2 Capital.
These instruments will be subject to a 10% per year phase-out over 10 years
beginning on Januaey 1, 2015, except for certain limited grandfathering,
This phase-out period will be substantially shoger in the US. as a mesult of
the Cellins Amendment of the Dodd-Frank Act, which will generally equire
a phass-out of these securities over a three-year period also beginning on
January 1, 2013. In addition, the Basel Cornmittee has subsequently issued
supplementary minimum requirernents to those contained in Basel ],
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which must be met orexceeded in onder to ensure that qualifying non-
commeon Tier 1 or Tier 2 Gapital instruments fully absorb losses at the point
of a banking organization’s non-viability before taxpayers are exposed to
loss. These requirements must be reflected within the tarms of the capital
instruments unless, subject to certain conditions, they are implrnented
through the governing jurisdiction’s legal framework.

Although Giti, like other U 8. banking organizations, is cumently
subject to a supplementary, non-risk-based measum of lewerage for capital
adequacy purposes (see "Capital Ratios” above}, Baset [1] establishes a more
constrained Leverage ratio mquirement. Initially, during a four-vear parallel
run test period beginning on January 1, 2013, Citi, like other U8, banking
organizations, will be required to mairtain 2 minimum 3% Tier 1 Capital
Leverage ratio, Disclosu of such ratio, and its components, will start on
January 1, 2015. Depending upon the results of the parallel run test period,
them could be subsequent adjustments to the defirition and calibration of
the Lewerage ratio, which is to be finalized in 2017 and become 2 formal
requirment by January 1, 2018,

(lobal Systemically Important Banks (G-SIBs). In Nowmbes 2011,
the Base! Comrmittee finalized rules which set forth measures for G-31Bs,
including the methodology for 2ssessing global systernic importance, the
related additional loss absorbency capital requimments (surcharges), and the
phass-in period regarding such requirergents,

Under the final rules, the methodology for assessing G-8IBs is to be
based primarily on quantitative measumment indicatos comprising
five equally weighted broad categories: size, cross-jurisdictional activity,
interconnectedness, substitutability/financial institution infrastructure, and
comnplexity, G-SIBs will be subject to 2 progressive minirmurm additional
Tier 1 Common Capital surcharge (over and above the Basel [l minimum
capital ratio requirenents) ranging initially across four buckets from 1%
to 2.5% of risk-weighted assets, depending upon the systemic importanoe
of each individua| banking organization, Further, a petential minimum
additional 1% Tier | Common Capital requiement could also be imposed
in the future on the largest G-51Bs that are deerned to hawe increased their
global systemic importance (resulting in a total minimurm additional Ter
1 Common Capital surcharge of 3.5%). Citi expects to be a G-31B underthe
Basel Committee's rules, although the extent of its inttial additional capital
surcharge remains uncedain,

The minimum additional Tier 1 Common Capital surcharge for G-5iBs
will be phased-in, as an extension of and in parallel with the Base] 1l capital
conservation buffer and any counteryclical capital buffer, commencing on
January 1, 2016 and becoming fully effectise on January 1, 2019.

hecordingly, based on Gitl's curent understanding, under Basel 111,
on a fully phased-in basis, the effective minimum Tier 1 Common ratio
requitenent for those banking organizations initially deemed to be the
most global systernically importtant, which will likely include Citi, will be
at least 9.5% (consisting of the aggmpate of the 4.5% stated minimum
Tier 1 Commen ratio equiseraent, the 2.5% capital conservation buffer,
and the maximum 2.5% G-S1B capital surcharge) . Howewer, as referenced
abowe, these capital surcharge measures have not vet been proposed by the
U8 banking agencies, although they hawe indicated they intend to adopt
implernenting rules in 2014,
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Dodd-Frank Aci

in addition to the Collins Amendment, the Dodd-Frank Act contains other
significant regulatory capital-related provisions that hawe not yet been fully
implemented by the U.S. banking agencies,

Alternative Creditworthinass Standards. In December 2011, the U S
banking agencies propased to further amend and supplement the ma ket
risk capital rules beyond the Januaty 2011 proposed modifications discussed
above. The Decernber 2011 proposals are intendad to implement the
provisions of the Dodd-Frank Act requiring that all foderal agencies remove
references to, and reliance on, credit ratings in their regulatiors, and replace
these references with appropriate aliernative standards for evaluating
cteditworthiness. Under the December 2011 proposal, the U.S. banking
agencies set forth alternative methodologies to extemal credit ratings
which are to be used to assess capital requirernents on ceftain debt as well
43 secutitzation positions subject to the market risk capital rules. The U5,
banking agericies haw also indicated they intend to propose similar revisions
to the Basel ] and Basel I rulesto eliminate the use of external credit
ratings to detemnine the rick weights applicable to securitization and certain
corporate expasues under these regulations

Brbanced Prudential Regulatory Capial Requsrements. is mandated
by the Dodd-Frank Act, in January 2012, the Rederal Resarve Board fssued 4
proposal designed to stengthen regulation and supervision of those financial
institutions deemed to be systernically important and pesing risk to ma tet-
wide financial stability, which would include Citi. The proposal incorporates
 wide range of enhanced prudential standards, including those elated to
tisk-based capital requirements and leverage limits.

The Bederal Reserve Board has already implemented the first phase of the
proposal’s enhanced capital requirements through the adoption of its capital
plan rule in December 2011, As a result, Giti, like other covered bank holding
companies, i mquired to dewlop annval capital plans, conduct stmss tes,
and rmaintain adequate capital, including a Tier 1 Common ratic in excess
of 5% (under both expected and stressed conditions) in order to engage
in capital digtrbutions such as dividends or share repurchases (see “Risk
Factors—Business Risks" below). The second phase of the enhanced capital
requirments, as st forth in the January 2012 proposal, would involve 2
subsequent Faderal Reserve Board proposal egarding the establishment of a
quantitative tisk-based capital surcharge for covered financial institutions or
2 subset thereof, to be consistent with the provisions of the Basel Committee$
final G-SIB suharge mules,
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FUNDING AND LIQUIDITY

Overview

Giti's funding and liquidity objectives generally are to maintain liquidity

to fund its existing asset base a5 well a5 grow itscore businesses in Citicom,
while at the same time maintain sufficient excess liquidity, structured
appropriately, so that it can operate under a wide variety of market
conditions, including market disruptions for both shott- and long-term
periods. Citigroup's primary liquidity objectives are established by entity, and
in aggregate, actoss three major categories:

(i) the non-bank, which is largely cornposed of the parent holding
company {CRigroup} and Citi's brokerdealer subsidiaties (collectively
referred to in this section as "'non-bank");

(ii) Citi's significant bank entities, such as Citibank N.A; and

(ifi) other entities.

At an aggregate level, Gitigroup's goal is to ensure that there is sufficient
funding in amount and tenor to ensure that aggregate liquidity resources are
avaitable for these entities. The liquidity frarsework ®quires that entities be

Aggreqate Liquidity Resources

self-sufficient or net providers of liquidity, including in conditions established
urider their designated stress tests, and have exoess cash capital,

Citi's primary soumes of funding include (i) deposits wa Citi's bank
subsidiaries, which continue to be Citi’s most stable and lowest cost soure of
long-term funding, (ii) long-tem debt (including long-teem collateralized
financings) issued at the non-bank lewel and certain bank subsidiaries,
and (iif) stockholders' equity. These sources are supplemented by shogt-
term borrowings, primarily in the forma of secured financing transactions
(secusities loaned or sold under agreements to repuxhase, oz repos), and
comrmemial paper at the non-bank lewel.

4s wferenced abowe, Gitigroup works to ensure that the structural tenor
of these funding soures is sufficiently long in relation to the tenor of s
asset base. The key goal of Citis asset-liability management isto ensure that
thes is excess tenor in the liability strocture so as to provide excess liquidity
to fund the assets. The excess lquidity resulting from 4 longeetem tenor
profile can effectively offset potential deceases in liquidity that may occur
under stss. This excess funding & held in the form of aggmgate liquidity
resounes, as described below,

Non-bank Significani bank enfities Other enlities @ Total

Dec.81,  Dec 31, Dec. 81, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,

i bitions of dollars 2011 2010 2014 2010 2011 2010 2011 2010
Cash at major central banks §20.4 3227 $ 70.7 $ 774 $ 276 $ 325 $1274 §1326
Unencurbersd liquld securities 60.3 71.8 1205 145.3 79.3 77.1 278.1 204.2
Total $98.4 $94.5 52(13.2 $222.7 $108.9 $109.6 $A05.5 $426.8

i Non-bank inchides the puent hokting company {CHtigous, CRIGup Funding e €FY and one of G broket-clealer entilies, Clhigroup Gioba! Manets Holfings g, (OGMMND.

2 Otherentiies inchide Banamex and othet Dank eatities

As set forth in the table abowe, Citigroup's aggregate liquidity resources
totaled $405.5 billion at Decernber 31, 2011, compared with $426 8 billion at
December 31, 2010, These amounts are 4s of pedod-end and ray increase or
decreass intra-period irl the ordinary course of business. During the quarter
ended Decernber 31, 2011, the intra-quatter amounts did not fluctuate
materially from the quarterend amounts noted abowe.

A December2 1, 2011, Gitigroup's non-bank aggtegate liquidity resources
totaled $98.4 billion, compared with $94.5 billion &t December 31, 2010. This
amount included unencumnbered liquid securities and cash held in Citis US.
and non-U.8. broker-dealer entities.

Citigroup's significant bankentities had approximately $200.2 billion of
ageregate liquidity resources as of Decernber 31, 2011. This amount included
$70.7 billion of cash on deposit with majorcentral banks (including the
U.S. Federal| Reserve Bank, European Gentral Bank, Bank of England,

Swiss National Bask, Bank of Japan, the Monetary Authority of Singapore
and the Hong Kong Monetary Authority), compared with $77 .4 billion at
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Deceraber 31, 2010. The significant bank entities’ liquidity resources also
included unencumbered highly liquid govemment and government-backed
securities. These securities are available-forsale or secured funding through
private markets or by pledging to the major central banks. The liquidity value
of these liquid securities was $129.5 billion at Decernber 31, 2011, compaed
with $145.3 billion at Decernber 31, 2010. As shown in the table above,
overall, liquidity at Citis significant bank entities was down 2t December 31,
2011, 1s compated to December 31, 2010, as Citi deployed some of its excess
bank liquidity inte loan growth within Citicorp (ses “Balance Sheet Review"
sbowe) and paid down long-term bank debt.

Citi estimates that its other entities and subsidiaries held approximately
$106.9 billion in aggmegate liquidity rescurces as of Decernber 31, 2011.
This included $27.6 billion of cash on deposit with major central banks
and $79.3 billion of unencurmbered liquid securities. Including these
amourts, Citi's aggregate liquidity resoumes as of December 31, 2011 verm
approximately $405.5 billion.
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Furthe, Citi's summary of aggregate liquidity resources above does not
include additional potential liquidity in the fomn of Citigroup's borrowing
capacity at the 1.5, Rederal Reserve Bank discount window and from the
various Fedsral Home Loan Banks (FHLB), which is maintained by pledged
collateral to all such banks. Giti also mairtains additional liquidity available
in the form of diversified high grade non-government secunities.

In gereral, Citigroup can freely fund legal entities within its bank
whicles. In addition, Gitigroup's bank subsidiaries, including Gitibank,
N.A, can lend to the Citigroup parent and broker-dealer entities in
accordance with Section 234 of the Federal Reserve Act. As of Decernber 31,
2011, the amount available for lending to these non-bankentities under
Section 234 was approximately $20.4 billion, provided the funds am
collateralized appropriately.

Deposits

Giti continued to focus on maintaining a geographically diverse retail and
cotporate deposits base that stood at $866 billion at Decernber 31, 2011, as
compared with $345 billion at Decemaber 31, 2010. The $21 billion increase
in deposits year-over-year was largely due to higher depcsit volures in
Global Consumer Banking and Transackion Services. These increases were
partially offset by a decrease in deposits in Giti Holdings year-ower-year, while
depasits inSecuriives @nd Banking wer telatiwely flat, Compared to the
prior quarter, deposits increased in Globdl Consvirner Banking, Secvirdies
and Banking and Transaction Services. Citi goew deposits year-over-year

in 2ll regions as customers continued a "flight to quality” given the market
environrent, including increases in Burope and North Amersca inthe
fourth quarter of 2011. As of December 31, 2011, approximately 60% of Citi's
deposits were located outside of the United States.

Deposits can be interest-bearing or non-interst-bearing. Citi had
$866 billion of dapesits at Decernber 31, 2011; of those, $177 billien vere
non-inteest-bearing, compared to $133 billion at Decemnber 31, 2010, The
remainder, or $689 billion, was interest-bearing, compared to $712 billion at
December 31, 2010.

While Citi deposits have grovm year over year, Giti's owerall cost of funds
on deposits decreased, reflecting the low e environment as well as Giti's
ability o Jower price points that widens its margins given the high lewels
of customer liquidity while still remaining competitive. Citi’ average rate
on total deposits was 0.96% at Decernber 31, 2011, compamd with 0.99% at
December 31, 2010. Excluding the impact of the higher FDIC assessroent
effective beginning inthe second quarter of 2011 and depostt insurance,
the average rate on Giti's total deposits was 0.80% at December 31, 2011,
compared with 0.86% at Decernber 31, 2010. As interest rates riw, however,
Giti expects to see pressure on thes rates.

In addition, the compasition of Citi's depostts shifted significantly year
overyear Specifically, time deposits, whees rates are fixed for the term of the
deposit and hawe generally lower margins, became a smaller proportion of
the deposit base, whereas operating accounts became a larger proportion
of deposits. As defined by Citigrmup, operating accounts consist of accounts
such as checking and savings aocountsfor individuak, as well as cash
management accounts for coporations, and, in Citi's experience, provide
wider margins and exhibit retentive behavier During 2011, operating
account depostls grew across most of Gitt's deposit-taking businesses,
including mtail, the private bank and Pransaction Services. Operating
accounts represented 75% of Citicorp's deposit base as of December 31, 2011,
corapared to 70% as of December 31, 2010 and 63% at Decernber 31, 2009.

Long-Term Debt

Long-term debt (generally defined 3s original maturities of one year or
more) i an important funding source, primarily for the non-bankentities,
because of #ts multi-year maturity structue. The weighted average maturities
of structural long-temm debt (as defined in note 1 to the longterm debt
issuances and maturities table below), issued by Citigroup, CFY, CGMHI

and Gitibank, N.A, excluding trust preferred securities, was approximately
7.1 years at December 31, 2011, compared to approximately 6.2 years as of
December 31, 2010. A December 31, 2011 and Decernber 31, 2016, overall
long-term debt owtstanding for Citigroup was as follows:

4o biions of dolare Dec.31,2011  Dec. 31, 2010
Non-bank $2470 $268.0
Bank® 785 1132
Total 25 $3235 $381.2

{H Cotlatralimd agvances from the FHLE were appiovimately $11 0 bilon and $18 7 billon,
resmecively, at Docemter 31, 2011 and Dacamber 31, 2010 These advances are rflacted i the
faki ahove

) Includes ong-Bim delt reisled b consoidaie) vaniable mieest entiies (IES) of apprrmanly
$505 billion and $69.7 bilkn, mspectsely, 2 Decem ber 31, 2011 and December 31, 2010,

The mapry of thess VIS ke b the Chibank Credit Card Master Trust and the Clibank OMNI
Mastar Trust.

{3 Of this amount, appeoximalety $38.0 bilipn maturing in 207 2 is guaranivedt by the FDIC undar the

Temporsry Liguisity Guaranes Pogrsm (TLGP).

As set forth in the table abow, Citi's overall long-term debt has deceased
by approximately $58 billien year-oeryear. Inthe non-bank, the yeasower
year decmase was primarily due to TLGP run-off, In the bank entities, the
decrease also included TLGP run-off, FHLB reductions, and the raturing
of credit card securitization debt, particularly as Citi has grown its overall
deposit base. Citi cumently expects 4 continued decline in its overall long-
term debt over 2012, patticularly within its bank entities, Given its liquidity
resouress as of December 31, 2011, Giti may consider opportunities to
repurchase #s long-term debt, pursuant to open market purchases, tender
offers or othermeans,
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The table below details the long-tetrn debt issuances and maturities of Gitigroup during the pagt three years:

2011 2010 2009

I bitlions of dollars Maturities Issuances Maturities Issuances Maturities Issuances
Long-term debt @ $50.6 $15.% $43.0 3189 $ 84.0 $1104
Lecal country level, FHLE and other R4 152® 18.7 10.2 £9.0 89
Sacurad detd and sacuritizations 1641 0.7 14.2 4.7 0.9 17.0
Ea! $80.1 331£ $75.9 $33.8 $123.9 $136.3

() Long-temm dett issuances for all parias in the tablo abowe efiedt CHiS structural ng-term de ssuances. Struchiral Dhg-1om debt is a non-GAAP measure. Chidefings Structural iong-lerm ciebt as its ong-term
et ©rgnal maturties of e yoar of mere), sxchiing certain structured notes, Such a5 eqUity-HhRea ang oredit-inked notes, wih carty rxdemption fesumes etfective within one year. Cligroup telieves that the
stuctural Dig-m debl maasym provides wselel Nbrmation 10 & imesiors as # exchudes ig-tem debt that coudd i tact be rdeemed by the holders Mereol within one year Long-tram dedt matunties Tor ak
periods rafbct the 1hisl amount of Sasior and sutomiiated inng-term debl and trust proferrod securties.

e
¢

Duriog 201 1 and 2010, CRi issued & Dl 01 $7.5 billion of senior debt pursuant b the remarketing of the trus! prefered sacuifies held by ADIR.
Includes 30 & biion of bag-term FHLB issuance i the first quarter of 2011 and $5.5 bilion in the second quarter of 2011

The table belowshows Citi's agpregate expected annual long-tern debt maturities as of Decsmber 31, 2011

Expecied Long-Term Debt Maturities as of December 31, 2011

In bitins of dollars 2012 2018 2014 2015 2016 Thereatter Total
Serior/subordnated debt $60.6 $287 %258 $16.7 §122 § a8 $226.9
Trust prefarrad securities 0.0 0.0 0.0 0.0 0.8 16.1 16.1
Securitized dett and securitizations 17.5 73 16 53 28 9.6 50.1
Local country and FHLE borrowings 58 10.3 4.5 1.8 4.8 3.3 30.4
Total Iong-lerm debt 383.9 $46.3  $38.0 $23.6 $19.9 31118 $323.5

As set forth in the table abows, Citi currently estimates its long-term debt
maturing during 2012 to be $60.6 billion (which excludes maturities relating
to local country, securitizations and FHLB), of which $38.0 billion is TLGP
that Citi does not expect to refinance. Given the curent status of its liquidity
resourmes and continued asset reductions in Citi Holdings, Giti currently
expects to refinance approximately $15 billion to $20 bilkion of long-term
debt during 2012. Howeves, Giti continually reviews its funding and liquidity
needs and may adjust its expected isuances due to market conditions,
including the continued uncettainty resulting from certain Buropean matket
comperns, among other factos.

Secured Financing Transactions and Short-Term Borrowings
As referenced abowe, Citi supplernents its primary sources of funding with
short-term bomowings (generslly defined as original maturities of kess than
one year). Short-ferm borrowings generally include (1) secured financing
{secusities Joaned or sold under agreements to repurchase, or repos) and

{ii) short-term borrwings consisting of commercial paper and borrowings
from the FHLE and other market participants. The following table contains
the yeat-end, average and maximum month-end amounts for the following
respective shoi-term borrowings categories at the end of each of the three
orior fiscal yeats.

Faderal funds purchased
and segurities sold under
agreementsto Short-term borrowings ®
repurchase @ Commercial paps @ Other shot-term borrowings «
in bifions of dollars 2011 2010 2008 2011 2010 2008 2011 2010 2009
Amounts cutstanding at year end $198.4 $189.6 §154.3 $21.8 §247 §10.2 $38.1 $ 541 $48.7
Average outstanding during the year® 2188 2123 205.8 253 35.0 247 455 68.8 76.5
Maximum month-end cutstanding 226.1 246.5 252.2 25.3 401 36.9 58.2 106.0 998
Weighted -average interest rate
During the ye ar H80 1.45% 1.32% 1.67% 0.28% 0.38% 8.99% 1.28% 1.14% 1.54%
Atyear end® 1.10 0.99 0.85 0.38 0.35 0.34 1,08 0.40 0.66
(5 Orginal matumtios of 106S than ONG year
@ hates Bfect prevaling Deal inbest 1aias incudig inflatipnary efiscts and monetary mrecton I ceraln CouRtHEs.
@ includes commercial paper ralated b VIES cossoidatd aifective Jansary £, 3010 with the adoption of SFAS 16BM67
@ Other short-term borowings include bmker bormwings snd torrowings from tapls and Gther manet particioants
6 Excludes discontiousd operations White the aanual searage dalancs is pimasy calculated from dxily balances, in some cases, the aerage annua balance ks calcuisted sing & 13-point averga composed of B4ch of
the month-end beances during the year plis the prior vear-and endiog baiance.

€ Inwst ras inciucy he effects of rEK manapement activilas. See Nokis 20 and 24 10 the Consoidaiked Financial Stawments
7 mvatmge wiumes of scurks inahed or S0 undor agrements 1 rapurchase ar \Briad et pursuant 1o FIN 41 (ASC 210-2048). However, intamst expenas exciudes the impact of FiN41 ASC 210- 2049
@ Based on contraciusl retes a1 respootive Yoarond, noe-inte sl -bearing axounts #e gxciuded from the weightad average inferest ral caloulated &t year-end
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Secured Financing Trarsactons

Secured financing i primarily conducted through Giti's broker-dealer
subsidiaries te facilitate customer matched-book activity and to efficiently
fund a pottion of the trading inventory. As of December 31, 2011, secured
financing was $198 billion and averaged approximately $220 billion during
the year. Secured financing at Decernber 31, 2011 increased year over year by
approximately $9 billion from $190 billion at December 31, 2010.

Commercid Paper

A December 31, 2011 and Decernber 31, 2010, commencial paper
outstanding for Citigroup's non-bank entities and significart bank entittes,
tespectively, was as follows:

in mittions of ebiars Dec. 81,2011 Dee, 31, 2010
Nor-bank $ 8414 § 9676
Bank 14872 14,987
Total $21,288 $24657
Other Short-Term Borrowsngs

At Decemnber 31, 2011, Citi's other shont-term borrowings were $33 billion,
compared with $54 billion at Deceraber 31, 2010. The average balances for
the quarters were generally cersistent with the quarter-end balances for
each period.

See Note 19 to the Consolidated Rinancial Staternents for further
infomation on Citigroup's cutstanding long-tern debt andshott-temn
botrowings.

Liquidity Risk Management

Liquidity risk is the risk of a financial institution's inability to meet its

obligations in 4 timely manner. Management of liquidity risk at Citi &

the msponsibility of the Citigroup Treasurer with oversight from senior
managernert through Citi's Finance and Asset and Liability Committee
{FinALCO). For additional information on RindLCO and Citi's liquidity
management, see "Capital Resources — Overview” abowe,

Citigroup operates under 2 centralized tizasury model whem the overall
balance sheet is managed by Gitigroup Treasury through Global Franchise
Treasuress and Regional Treasurers. Day-to-day liquidity and funding am
managed by treasuress at the countty and business lewl and a® monitored
by Citigroup Treasury and independent risk management.
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Liguidity Measures and Stress Testing
Giti uses multiple measumes in monitoring its liquidity, including liquidity
ratios, steess esting and liquidity limits, each as described below

Lagvisdity Measures

in broad terms, the structural liquidity ratio, defined asthe sum of deposits,
long-term debt and stockholders’ equity as a percentage of total assets,
measures whether Giti's asset base is funded by sufficiently long-dated
liabilities. Citi's structural liquidity ratio was 7% at December 31, 2011 and
73% at Decernber 3 1, 2010.

Internally, Citi also utilizes cash capital to measuse and monitor ifs ability
to fund the structurally illiquid portion of the balance sheet, on a specific
product-by-product basis. While cashcapital is 2 methodology generally
used by financial institutions to provide a maturity structure matching
assefs and liabilities, thete is a lack of standardization in this area and
specific product-by-product assumptions vary by firm, Cash capital measures
the arnount of long-term funding—core deposits, long-term debt and
equity—available to fund illiquid assets. [liquid assets generally include
loans {net of securitization adjustments), secunrities haircuts and other assets
{i2., goodwall, intangibles and fived assets). As of Decernber 31, 2011, based
on Citi's internal measures, both the non-bank and the aggregate bank
subsidiaries had excesscash capital.

As part of Basel [, the Basel Committee propesed two new liquidity
measurernents (for an additional discussion of Basel 111, see "Capital
Resources—Regulatory Gapital Standards” abowe), Specifically, as
proposed, the Liquidity Coverage Ratio (LCR) & designed to ensure banking
organizations maintain an adequale level of unencumbered cash and
high quality unencumbered assets that can be converted into cash to meet
liquidity needs. The LCR rmust be at least 100%, and & proposed to be
effective beginning January 1, 2015. While the U 8. regulators have not yet
provided final rules or guidance with mspect to the LCR, based on its current
understanding of the LCR mquirernents, Giti believes it is in compliarce with
the LGR as of Decernber 31, 2011

In addition to the LR, the Basel Committes proposed a Net Stable
Funding Ratio {(NSER) designed to promete the medium- and long-temm
funding of assets and adivities ower a one-year time horizon. It isCitl's
undesstanding, howeweg, that this proposed metric is under review by the
Basel Committee and may be further revised.

Momover, inJanuary 2012, the Rederal Reserve Board propesed rules to
implement the enhanced prudential standards for systernically important
financial institutions, as required by the Dodd-Frank Act. The proposed
rules include new mquirements for liquidity management and corporate
governance related thereto, Giti continues to review these propesed rules and
any potential impact they may haw on its liquidity management practices.
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Stress Testing

Liquidity stress testing is pefomed for each of Citi's major entities, operating
subsidiaries and/or countries. Stress testing and scenario analyses are
intended to quantify the potential impact of a liquidity event on the balance
sheet and liquidity position, and to identify viable funding alternatives that
can be utilized. These scenarios include assumptions about significant
changes in key funding sousces, market triggers (such 4s credit ratings),
potential wses of funding and political and economic conditions in cettain
countries. These conditions include standand and stressed market conditions
as el as fim-spectfic events,

Awide range of liquidity stress tests are impottant for monitoring
purposes. Some span liquidity events over 2 full year, some may cower an
intense stress period of one mornth, and still other time frames may be
appropriate, These potential liquidity events are useful to ascetain potential
mismatches between liquidity soumes and uses over 2 vadety of hotizons

Citigroup's Debt Ratings as of December 31, 2011

{owernight, one week, two weeks, one month, three months, one year),
and liquidity limits are set accordingly. To monitor the liquidity of 2 unit,
those stress tests and potential mismatches may be calculated with varying
frequencies, with several important tests performed daily

Gienthe range of potential stresses, Citi maintairs a series of contingency
funding plans on a consolidated basis as well as for individualentities. These
plansspecify a wide range of readily available actions that are available i 2
yanety of aderse martket conditions, or idiosyncratic disruptions.

Credit Ratings

Citigroup's ability to access the capital markets and othersoumes of funds, as
well as the cost of these funds and is ability to maintain certain deposits, s
partially dependent on ifs credit ratings. See ako "Risk Factors—Ma ket and
Bconomic Risks” below. The table below indicates the ratings for Citigroup,
Gitibank, NA. and Gitigroup Global Markets Inc. {a broker-dealer subsidiary
of Giti) as of December3 1, 2011

Gitigroup Inc./Citigroup Gitigroup Global
Funding inc.m Cltibank, N.A. Markets Inc.
Senlor Commercial Long- Short- Senlor
dabt paper term term debt
Fitch Ratings {Fitch) A Fi A A NR
Moody's Invastors Service (Moody's) A3 P-2 F ¥ P-1 NR
Standard & Poor's (3&P) A= A-2 A A1 A
) As aresul of the Citgroup guarasee, the rdtings of, and changes in ratings or, CFi are the same & those of Cltigroup
N Mot ratos
Recent Rating Changes The abowe mentioned rating changes did not have a material impact on

On September 21, 2011, Moody's concluded its mview of government support
sssumptions for Citi and certain peers and upgraded Citi’'s unsupported
"Baseline Credit Assessment” rating and affirmed Citi's long-term debt
ratings at both the Gitibank and Citigroup levels. & the same time, however,
Moody's changed the short-tem mting of Citigroup (the parent holding
commpany) to 'B-2' from ‘P-1". O Nowember 29, 2011, following its global
review of the banking industry under S&P's revised bank criteria, $&P
downgraded the issuer credit rating for Citigroup Inc. to "A-74-2' from '#/A-
1', and Gitibank NA to 'A7A-1" from 'A+/A-1". These ratings continue to
receive two notches of uplift, reflecting S&P's view that the U 8. gowernmment
is supportive to Citi. On Decernber 15, 2011, Fitch announced revised ratings
resulting from its review of government support assumptions for 1705
banks. The resolution of this review msulted in 4 revision to the issuer credit
ratings of Gitigroup and Citibank, NA from A+ to ‘A’ and the short-term
issuver rating from 'Fl1+' to 'F1".

Giti's funding profile. Rurthermore, forecasts of potential funding loss under
various stress scenarios, including the abowe mentioned rating downgrades,
did not ocour

Potential Impact of Ratings Downgrades

Ratings downgrades by Fitch, Moody's or S&P could hawe matedial impacts
on funding and liquidity in the form of cash obligations, reduced funding
capacity and collateral triggers.

Most recently, on February 15, 2012, Moody's announced a review of 17
banks and securities firms with global capital markets operations, including
Giti, for possible downgrade during the first half of 2012. Moody's stated this
review was o assess adverse matket trends, which it believes are weakening
the credit profiles of many rated banks globally. 1t &5 not certain what the
msults of this review will be, ot if Gitigroup or Gitibank, N A will be impacted.
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Because of the current credit ratings of Citigroup, 2 one-nolch
downgrade of its senior debt/long-term rating may or may not impact
Citigroup’s coramercial papev/short-tem rating by one netch. As of
Decernber 31, 2011, Giti estimates that 4 one-notch downgrade of the senior
debt/long-term rating of Gitigroup could result in loss of funding dueto
derivative triggers and additional margin requirernents of $13 billionand a
ane-notch downgrade by Fitch of Gitigroup's commercial paper/short-term
rating could result in the assumed loss of unsecured commencial paper of
$6.4 billion, Other funding sources, such as secured financing transactions
and other margin requitements, for which there are no explicit triggers,
could also be advessely affected.

Giti currently believes that 2 more severe ratings dewngrade scenatio,
such as a two-notch downgrade of the sanior debt/long-term rating of
Citigroup, could result in an additional $0.9 billion in funding requirernents
in the form of cash obligations and collatera] as of December 31, 2011,
Other funding sources, such as secured financing trarsactions and other
margin equirements, for which them are no explicit triggers, could also be
adversely affected.

Asset forth under “Agpregate Liquidity Resounes” abow, the aggmgate
liquidity resourves of Citigroup's non-bank entities stood at approximately
$984 billion as of Decenber 31, 2011, in part s a contingency forsuch an
ewent, and a broad mnge of mitigating actions af currently included in
Gitigroup's detailed contingency funding plars. These mitigating facters
include, but are not limited to, accessing surplus funding capacity from existing
clients, tailoring levels of secured lending, adjusting the size of select trading
books, andcollateralized berrowings from significant banksubsidiaries.
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Rurther, as of Decernber 31, 2011, a one-notch dewngrade of the senior
debt/long-term ratings of Citibank N A could result in an approximate
$2.4 billion funding requirement in the form of collateral and cash
obligations. Because of the current credit ratings of Citibank, NA, 2
one-nofch downgrade of its senior debt/long-term rating i unlikely to
have any impact on its commercial paper/shor-term rating. However,

a two-notch downgrade by Moody's could hawe an adverse impact on
Citbank, NA.S commerial paper/short-term rating, Atwe-notch
downgrade by Moody's could result in additional funding mquirements in
the form of cash obligations and collateral estimated at $0.8 billion as of
Deceraber 31, 2011. 4s of Decernber 31, 2011, Citibank, N.A. had liquidity
commitrents of $27.9 billion to asset-backed commercial paper conduits,
whichcould also be impacted by a two-notch downgrade by Moody's,
including $14.9 billion of commitments to corsolidated conduits, and
$13.0 billion of commitments to uncenselidated conduits as referenced in
Nole 22 to the Corsolidated Rinancial Statements. Additionally, Citibank,
N.A had $11 2 billion of funding programs related to the municipals
markets that could be impacted by such a downgrade, of which $10.8
billion is principally reflected as commitments within Note 28 te the
Consolidated Financial Statements.

Giti's significant bank entities and other entities, including Citibank,
N.A, had aggregate liquidity msources of approximately $307 1 billion at
December 41, 2011, in part as 2 contingency for such anewent and also
have detailed contingency funding plans that encompass a broad range of
mitigating actiors. These mitigating actions include, but are not limited
to, selling or financing highly liquid government securities, tailoring
levels of wcured lending, repricing or mducing certain commitments to
commerial papet conduits, exercising reimbursement agreements for the
municipal programs mentioned abowe, adjusting the size of select trading
bosks, reducing loan originations and renewals, raising additional depesits,
or borrowing from the FHLB or other central banks. Citi believes these
mitigating actions could substantially mduce the funding and liquidity risk
of such a dowmgrade.
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OFF-BALANCE-SHEET ARRANGEMENTS

Citigroup enters into various types of off-balance-sheet arrangements inthe
ordinary coutse of business. Giti's involvernent in these arrangements can
take many different forms, including without limitation:

# purchasing or retaining residual and other inferests in special pumpose
entities, such ascredit card recsivables and montgage-backed and other
asset-backed securitization entities;

¢+ holding senior and subordinated debt, interests in limited and general
partnerships and equity inferests in other unco nsolidated entities; and

* providing guarantess, indemnifications, loan commitments, letters of
cedit and representations and warranties.

Citi enters into thes amangements for 2 variety of business purpases
These securitization entities offer irvestors access to specific cash flows
and risks created through the securitization process. The securitization
arrangements ako assist Giti and Giti's customers in monetizing their
financial assets at more favorable rates than Giti or the custorners could
otherwise obtain,

The table below presents a discussion of Citi's various off-balance-sheet
arrangements may be found in this Form 10-K. In addition, see "Significant
fecounting Policies and Significant Etimates - Securitizatiors" below, as
vell asNotes 1, 22 and 28 to the Consolidated Financial Stafernents.

Types of Off-Balance-Sheet Arrangements Disclosures in
this Form 10-K

Variable interasts and other obligations, Ses Mote 22 to the Consdlidated

tngluding contingent obligations, Financlal Statamants,
artsing from variable interasts in
nonconsolidated VIEs
Leases, letters of credt, and lending See Note 28 te the Consolidated
and ofher commitmants Financial Statements.
Guarantess Sag Note 28 to the Con solidated
Financlal Statements.
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CONTRACTUAL OBLIGATIONS

The following table includes information on Citigmup's contractual
obligations, as specified and aggregated pursuant to SEC requirements.

Purchase obligations consist of these obligations to purchase goods or
services that are enforceable and legally binding on Giti, For presentation
purposes, purchase obligations am included in the table belowthrough
the termination date of the respective agreements, even if the contract is
renewable. Many of the purchase agreements for goods or services include
clauses that would allow Citigroup to cancel the agmement with specified
notice; however, that impact is not included in the table balow (unless
Gitigroup has already notified the counterparty of its intention to teminate
the agreement).

Other labilities reflected on Gitigroup's Gonsolidated Balance Sheet
include obligations for goods and services that hawe already been meeived,
uncertain tax positions and other liabilities that have been incurred and will
ultimately be paid incash.

Excluded from the following table are obligations that are gererally
short-term in natute, including deposits and securities sold under agreements
to epurchase, or mpos (see "Capital Resources and Liquidity—Punding
and Liquidity” above for 4 discussion of these obligations). The table also
excludes certain insurance and investment contracts subject to modality
and morbidity risks or without defined maturities, such that the timing
of payments and withdrawals is uncetain. The liabilities related to thess
insurance and investment contracts a included as Other Bgbdlitas onthe
Consolidated Balanoce Sheet,

Contractual obligations by year

In rrdions of dofiars at December 31, 2011 2012 2013 2014 2015 2018  Thersafter Total
Long-tenm debt obligations ™ $ 83907 $45338 437950 923625 §19.897 $111,788  §323505
Operating and capital lease obligations 1,189 1,088 1,008 906 793 2,292 7,294
Purchase obligations 694 437 389 353 274 409 2,556
Other Hlabilites © 46,707 366 310 281 294 5,666 47,634
Totai $12§§07 548,__2_{.7 .‘-B-QEZ s_z_gns $21 258 $120,155 sseoleea

() For addtonalimosmaton atnut BAg-1em dobt obinations, soe “Capkal Resoures and LguiIRy—Funding and Luiaty” above and fbte 19 1o the Consolkiated Fnancial Staements
@ includss accounts paatie and aecraed expesses woorted in Ohar Eabviies on Ctf's Consoliiated Balance Sheet Al inciudes dBcretDaary contributions for 2012 tor Q'S non-U.S. pension plans and the noh-u.8
nostretirsment lans, 45 well 46 empioyee beoefit oblgatons accounied Kr under SPAS 87 (ASC 119, SFAS 106 ASC 715 md SFAS 112 (ASC MY
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RISK FACTORS

REGULATORY RISKS

Gitd faces signtficant vegulatory changes around the world
soirch could negatively tmpact tis businesses, especially
gtven the unfavorable environment facing financial
institutions and the lack of international coordination.

4s discussed in more detail throughout this section, Citi continues tobe
subject to 4 significant number of new regulatory mquirements and changes
from numerous sources, both in the 1.8, and internationally, which could
negatiwly impact its businesses, teven ues and earnings. These reforms

and proposals are occurring largely simultaneously and generally noton 4
coordinated basis. In addition, as 4 result of the financial crisisinthe US,,

as well asthe continuing adwrse economic climate globally, Citi, 2s well as
other financial institutions, is subject to an increased lewel of distrust, scrutiny
and skepticism from numerous constituencies, including the public, state,
federal and foreign regulators, the media and within the political asna.
Thisenvirenment, in which the US. and international regulatory initiatives
are being debated and implemented, engendess not only a bias towards

mo regulation, but towards the most prescriptive regulation for financial
ingtitutions. As a result of this engoing negative envirsnment, there could be
additional regulatory requirernents beyond those already proposed, adoptad or
even currently conternplated by U S, or international mgulators. It s not clear
what the curnulative impact of all of this meulatory reform will be.

The ongoing tmplemeniation of the Dodd-Frank Act, as well
as imternational regulalory reforms, continues lo create
much uncertainty for Gitt, tncluding swith respect to the
managemeni of s businesses, the amount and timing of
the resuliing increased cosis and tis ability lo compete.
Despite enactment in July 2019, the complete scope and ultimate form of 2
number of provisions of The Dodd-Rrank Wall Steeet Reform and Consumer
Protection Act of 2010 (Dodd-Frank Act), such as the heightened prudential
standards applicable to large financial companies, the so-called "Voicker
Rule" and the mpulation of derivatives markets, am gill in deselopmental
stages and significant rulemaking and interpeetation remains. Moteover,
agencies and offices created by the Dodd-Frank Act, such as the Bureau of
Consumer Financial Protection, are in their early stages and the extent and
timing of regulatory efforts by these bodies remains to be seen.

This uncertainty is further compounded by the numerous regulatory
efforts underway outside the US. Certain of these efforts overlap withthe
substantive provisions of the Dodd-Frank Act, while others, such s proposals
forfinancial transaction and/er bank taxes in patticular courttries or regions,
do not. Inaddition, even whem these 1.8, and intemational regulatory efforts
owerlap, these efforts penerally have not been undertaken on a coordinated
basis. Areas where divergence between U 5. regulators and their international
counterparts exists or has begun to dewelop (whether with mspect to scope,
interpretation, timing, apptoach or otherwise) includes trading, clearing
and reporting requirements for derivatives transactions, higher U.S. capital
and margin requirements relating to uncleared derivatives transactions,
and capital and liquidity mquirernerts that may result in mandatory
“ting-fencing" of capital or liquidity in cedtain jurisdictions, among others.

Regulatory uncsttainty makes futus planning with mespect to the
management of Citis businesses more difficult, Rorexample, the cumulative
effect of the new derivative rules and sequencing of implementation
requirnents will hase a significant impact on how Citi chooses to structure
its derivatives business and its selection of legal enlities in which to conduct
this business. Until these rules 2 final and interpretive questions are
answered, managernent's business planning and proposed pricing for this
busiress necassarily include assumptions based on proposed rules, Incorrect
assumptiors could impede Citi's ability to effectively implement and comply
with the final mquimments in a timely manner Managerent’s planning is
further complicated by the continual need to review and evaluate the impact
to the business of an ongoing flow of rule proposals and intepretations from
numerous regulatory bodies, all within comnp ressed timeframes,

In addition, the operational and technological costs associated with
implementation of, as well as the ongoing compliance costs associated
with, all of these mgulations will likely be substantia). Given the continued
uncertainty, the ultimate amount and timing of such costs going forward are
difficult o predict. [n 2011, Citi inwested approximately $1 billion in order
to meet various regulatory requirements, and this amount did not include
many of the costs likely to be incurmd pursuant to the implernentation
of the Dodd-Brank At or other regulatory initiatives. For example, the
proposed Volcker Rule conternplates a comprehersive internal controk
systern as wel] as extensive data collection and reporting duties with mspect to
“proprietary trading,” and rules for registered swap dealers impose extersive
recondkeeping mquirements and business conduct rulesfor dealing with
customers. All of these costs negatively impact Citi’s earnings. Given Citi's
global footprint, its implementation and compliance risks and costs am
more complex and could be more substantial than its competitors. Ongoing
compliance with inconsistent, conflicting or duplicative regulations across
U8, and international jurisdictiors, or failure to implement or coraply with
these new regulations on a timely basts, could further increase costs or hamm
Git's reputation generally.

Giti could also be subject to mom stringent mgulation because of its
global footprint. In accordance with the Dodd-Frank Act, in December
2011 the Pederal Reserve Board proposed a set of heightened prudential
standards that will be applicable to large financial companies such as Citi,
The proposal dictates requirernents for aggregate countzrpanty expasure
lirnits and enhanced risk management processes and owessight, among other
things. Cornpliance with these standards could result in restrictions on Giti's
activities. Momower, other financial institutions, including so-called "'shadow
banking” financial intermediates, providing many of the same or similar
services of products that Giti makes available to its customets, may not be
regulated on the same basis of to the same extent s Citi and consequently
may also hawe cettain competitive advantages.

Finally, uncertainty persists as to the extent to which Giti will be subject
to mot stringent regulations than its foreign competitors with respect to
several of the egulatory initiatives, particularly in its non-U.$. opemtiors,
including cettain aspects of the proposed restrictions underthe Volcker Rule
and derivatives clearing and margin equirernents. Differences in substance
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or seerity of tegulations across jurisdictions could significantly reduce Citi'
ability to compets with fomign competitors, in 2 variety of businesses and
geographic areas, and thus futt her negatively impact Giti's earnings.

Citt’s prospective regulaiory capiial requirements rematn
uncoriatn and swill ltkely be bigber than many of #s
competitors. There is a risk that Citi will be unable to
meet these nes standards i the timeframe expecied by the
market or regulators.

4s discussed inmore detail under "Capital Resources and Liquidity -
Capital Resources — Regulatory Capita] Standards” abovwe, Citi's prospective
reguiatory capital requirements continue to be subject to extersie
rulernaking and interpretation. Ongoing ateas of rulemaking include,
among others, () the final Basel {11 rules applicable to U.3. financial
institutions, including Giti, (i} capital suxharges for global systemically
important banks (G-8IBs), including the extent of the surcharge to be
initially impesed on Giti, and (iii) implernentation of the Dodd-Frank

Aet, including imposition of enhanced prudential capital requirements on
financial institutions that are deemed to pose a systernic risk to rmarket-wide
financial stability as well 4s provisions requiting the elimination of credit
ratings from capital regulations and the Collins dmendment.

It is clear that final US. rukes implementing Basel 1, the G-8iB
sutcharge and the capital-related provisions of the Dodd-Frank Act will
significa ntly increase Citi's regulatory capital requirements, including the
amount of capital required to be in the form of comron equity, However, the
various regulatory capital levels Giti must maintain, the types of capital that
will meet these requirements and the specific capital requirements associated
with Giti's asssfs remain uncertain. For example, Citi may be required fo
meplace certain of itsexisting mgulatory capital in a compressed timeframe
or in unfavorable matkets in order to comply with final rules implementing
Basel 11} and the Collins Amendment, which eliminated trust prefemed
securities from the definition of Tier 1 Capital. In addition, the alternative
approaches proposed to replace the use of credit ratings in accordance with
the Dodd-Frank Act and final rules implementing Basel 115 could require
Giti to hold more capital against certain of its assets than it must currently,

The lack of fina! regulatoty capital requirements impedes long-temm
capital planning by Citi's management. Citi is not able to accurately forecast
its capital requirernents for particular exposures which complicates its ability
to assess the future viability of, and appropriate pricing for, cettain of its
products. In addition, while management may desire to take certain actions
to optimize Giti's regulatory capital profile, such as the reduction of cettain
investrments in unconsolidated financial entities, without clarity as to the
final standards, ther is risk inmanagement either taking actions based on
assumed ot proposed rules or waiting to take action until final rules that are
implemented in compressed timeframes.

Giti's projected ability to comply with the new capital requirernents as they
ate implemented, or earlier, is also based on certain assurnptions specific
to Citi's businesses, including its future earnings in Giticorp, the cottinued
wind-down of Citi Holdings and the monetization of Giti's deferred tax
assets, | management's sssumptions with respect to certain aspects of Gitis

businesses prowe to be incormet, it could negatively impact Citi's ability to
comply with the future regulatory capital requirements in a timely manner
ot in a manner consistent with market ot regulator expectations.

Citi's mgulatory capital requirmments will also likely be higher than many
of s cornpetitors. Giti's strategic focus on emerging markets, forexample, wil!
likely result in higher risk-weighted assets and thus potentially higher capital
mquirrsents than its less global or Jess emetging markets-focused competitors.
Inaddition, within the U3, Citi will likely face higher mgulatory capital
mquiements than meost of its U.S.-based competitors that are not subject to the
G-SIB surharge (orthe same lewel of surcharge) or the heightened prudential
capital requirements to be imposed on systerically important financial
institutions. Internationally, there have aleady been instances of Basel I not
being consistently adopted or applied scross countries or regions. Any lack of
a lewel playing field with respect to capital requirernents for Giti 2s compared
to peers or less moulated financial intermediaries, both inthe US. and
internationally, could put Citi at acompetitive disadvantage

As proposed, changes in regulation of dertvatives required
snder the Dodd-Frank Ack will requtre significant and
costly restructuring of Ctii's derfvatsves bustnesses tn order
1o meet the new market siructures and conld gffect the
competittve positton of these bustnesses.
Onoe fully implemented, the provisions of the Dodd-Frank Act relating
to the regulation of derivatives will result in compehensive reform of
the derivatives markets. Reforms will include requiring 2 wide range of
owerthe-counter derivatives to be cleared through recognized clearing
facilities and traded onexchanges orexchange-like facilities, the collection
and segregation of collateral for most uncleared derivatives, extersive public
transaction reporting and business conduct requimments, and significantly
hroadened restrictions on the size of positions that may be maintained in
specified commodity derivatives, While some of the regulations hawe been
finalized, the rulemaking process i still not complete, and the timing for the
effectiveness of many of these requirernents is not yetclear

The proposed rules implementing the derivatives provisiors of the Dodd-
Frank Act will necessitate costly and resource-intensive changes to certain
areas of Citis derivatives business structures and practices. Those changes
will include restructuring the legal entities through which these businesses
are conducted and the suocessful and timely installation of extensive
technological and operational systems and compliance infrastructuee,
ameong others. Effective legal entity regructuring will also be dependant on
clients and regulators, and so may be subject to delays or disruptions not
fully under Citi’s control. Moreover, new derivatives-related systerns and
infrastructuse will likely become the basis on which ingtitutions such as
{iti compete for clients and, o the extent that Giti's connectivity or services
forclients in these businesses is deficient, Citi could be at 2 competitive
disadvantage. Mo generally, the contemplated refomns will make trading
in many derivatives products more costly and may significantly mduce the
liquidity of certain derivatives markets and diminish customer demand for
cowered derivatives. These changes could negatively impact Giti's earnings
from thess businessss.
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Reforms similar to the derivatives provisions and proposed egulations
under the Dodd-Brank Act are akso conternplated in the European Union
and cettain other jurisdictions. These reforrns appear lilely to take effect
after the provisions of the Dodd-Frank Act and, as a resuk, it is uncertain
whether they will be similar to those inthe U.S. or will impose differert
or additional requirernents on Citi's derivative activities, Complications
due to the sequencing of the effectiveness of derivatives reform, both
among different comporents of the Dodd-Frank Act and between the
U.5. and other jurisdictions, could give tise to futther disruptions and
competitive dislocations.

The proposed regulations implementing the derivatives provisions of the
Dodd-Rrank Act, if adopted without modification, would also adversely affect
the competitiveness of Citis non-U $. operations, For example, the proposed
regulations would equire some of Giti's non-U 8. operatiors to collect mone
margin from its non-U.$. derivatives customers than Giti's foreign bank
cormnpetitors may be required to collect. The Dodd-Frank &ct also contains
a so-called “push-out” provision that will prevent FDIC-insured depository
institutions from dealing in certain equity, commodity and credit-related
derivatives. Giti conducts 4 substantial postion of itz derivatives-dealing
activities thmough its insured depository institution and, to the extent
that certain of Citi's competitors already conduct such activities outside
of BDIC-insured depository institutions, Citi would be disprepottionately
impacted by any estructuring of its business for push-out purposes.
Momoter, the extent to which Citi’s non-U.S. operations will be impacted
by the push-out provision and other dedvative provisions remains unclear,
and it is possible that Citi could lose market share or profitability in its
derivatives business or client relationships in jurisdictiors whem foreign
bank competitors can operate without the same constraints.

The proposed restrictions tmposed on proprietary trading
and funds-related activiites under the “Volcker Rule”
provisions of the Dodd-Frank Act could adversely tmpact
Gitt's market-making activities and may cause Citf lo

dispose of ceriain of tis investmenis at less than fair valse.

The “Volcker Rule" proviions of the Dodd-Frank Act are intended to mstrict
the proprietary trading activities of institutions such as Giti, as well as such
institutiors' sponsorship and investment in hedge funds and private equity
funds. In October 2011, the Federal Reserve Board, 0CC, FDIC and SEC
proposed mgulations that would implement these mestrictions and the CFTC
followed with its poposed mgulations in January 2012

The proposed regulations confain natrow exceptions for market-making,
underwriting, risk-mitigating hedging, certain transactions on behalf of
custorners and activities in certain asset classes, and require that certain
of these activities be designed not to encourage or reward "proprietary risk
taking." Because the regulations are not yet final, the degree to which Citi's
activities in these areas will be permitted to continue in their current form
remains uncedain, Moreover, if adopted as proposed, the rules would require
an extensiw cornpliance regime around these "pemnitied” activities, and
Giti could incur significant ongoing compliance and monitoring coss,
including with mspect to the frequent reporting of extensive metrics and risk

analytics, to the mgulatory agencies. In addition, the proposed rules and any
restrictions imposed by final regulations in this area will aleo likely affect
Giti's trading activities globally, and thus will impact it disproportionately in
coraparison to foreign financial institutions that will not be subject to the
Yolcker Rule with respect to their activities outside of the US.

in addition, under the funds-related provisions of the Volcker Rule, bank
regulators have the flexibility to provide firms with extensions allowing them
to hold their otherwise mstricted investments in private equity and hedge
funds forsome time beyond the statutory divestment period. If the regulators
elect not to grant such extensions, Citi could be forced to divest certain of
ts investments in illiquid funds in the secondary market on an untimely
basts. Based on the illiquid natum of the invwestments and the prospect that
other industry partticipants subject to similar requirements would likely be
divesting similar assets at the same time, such sales could be at substartial
disounts to theirfair value,

The establtsbment of the new Consumer Financial
Protection Bureau, as well as other provistons of the
Dodd-Frank Act and ensuing regulations, could affect Ciit’s
Dractices and operations with respect 10 a sumber of its
U.S. Consumer businesses and tncrease ils cosis.

The Dodd-Frank Act established the Consurner Financial Protection Bueau
(CFPB). Amnong other things, the CFPB was given rulernaking authority
ower mog providers of consurner financial services inthe U8, examination
and enforcement authority over the consumer operations of large banks, a3
well as inferpretive authority with respect to numerous existing consumer
financial services regulations. The CFPB began exercising these oversight
authorities overthe largest banks, including Citibank, N.A, during 2011.

Because this is anentiely new agency, the impact on Giti, including
s retail banking, mortgages and cards businesses, is largely uncertain.
However, any new regulatory requirernents, ot modified interptations of
existing regulations, will affect Citi's U.S. Consurner business practices and
operations, potentially resulting in increased compliance costs. Furthermore,
the CFPE mpresents an additional source of potential enforement or
litigation against Citi and, as an entirely new agency with a focus on
consumer protection, the GEPB may hawe new or different enforcernent ot
litigation strategies than those typically utilized by other regulatory agencies.
Such actions could further increase Citis costs.

In addition, the provisions of the Dodd-Frank Act elating to the doctrine
of “federal preemption” may allowa broader application of state consurmer
financial laws to federally chartered institutions such asCitibank, NA
Moreoer, the Dodd-Frank Act eliminated federal preemiption protection for
aperating subsidiaries of federally chattered institutions. The Dodd-Frank
Act abo codified existing case law which allowed state authorities to brng
certain types of enforcement actions against national banks under applicable
state law and granted states the ability to bring enforement actions and to
secure mmedies against national banks for violation of CFPB meulations
15 well. This potential exposure to state lawsuits and enforcernent actions,
which could be extensive, could also subject Citi to incessed litigation and
regulatory enforcement actions, further increasing costs.
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The Dodd-Frank Act also provides authority to the SEC to determine
fiduciary duty standards applicable to brokess for retail custorners. Any new
suchstandards or related SEC rulemakings could also affect Giti's business
practices with mtail investment customers and hawe indirect additional effects
on standards applicable to its business practices with certain institutional
customers. Such standands could akso likely entail additional compliance
costs and msult in potential incremental liability

Regulatory requirements in the U.S. and other furisdicitons
aimed at facilttaing the future orderly resolution of large
Sfinancial tnstitulions could result tn Cit baving to change
13s bustness siructures, activiites and practices in ssays that
negatively tmpact #ls operations.

The Dodd-Prank Act requires Citito prepare a plan for the rapid and ordetly
resohution of Citigroup, the bank holding company, under the Bankmuptey
Gode inthe event of future matedal financial distress orfailuse. Citi i also
requited to prepare a resolution plan for ifs insured depository institution
subsidiary, Citibank, N.A, and to demonstrate howit & adequately

protected from the risks presented by non-bank affiliabes. These plans

must include information on wsolution strategy, major counterparties and
“interdependencies,” among other things, and will require substantial effort,
time and cost. These resolution plars will be subject to review by the Federal
Reserve Board and the RDIC,

Based on regulator mview of these plars, Citi may hawe to restructure
ot reotganize businesses, legal entities, or operational systems and
intracompany transactions in ways that negatively impact its operations,
or be subject to restrictions on growth, For example, Citi could be requird
to cmate new subsidiaries instead of branches in foreign jurisdictions, or
create subsidianies o conduct particular businesses or operations {so-called
“subsidiarization" ), which would, among other things, increase Citi's legal,
egulatory and managerial costs, negatively impact Citi's global capital
and liquidity management and potentially impede its global strategy. Citi
could also eventually be subjested to more stringent capital, leverage or
liquidity requirements, or be required to divest certain assets or operations, ff
both regulators determine that Citi's resolution plans do not mest statutory
requirments and Citi does not remedy the deficiencies within mquired
time periods.

In addition, other jurisdictions, such as the United Kingdom, hawe
requested ot are expected to quest resolution plarns from financial
institutiors, including Citi, and the requirements and timing relating
to these plans are different from the U.S. mquirements and each other
Responding to these additional requests will requir additional effort, time
and cost, and regulatory eview and requimments in these jurisdictions could
be in addition te, or conflict with, changes requested by Giti's regulaters in
the US.

C1t1 could be barmed competitively if 4 is unable io

bire ar relain bighly gualified employees as a resull of
reguldory requirements regarding compensation practices
or othersotse,

Citi performance and competitive standing is heavily dependent on

the talents and efforts of the highly skilled individuals that 1t is able te
attract and retain. Gompetition for highly qualified individuak within the
financial services industry has been, and will likely continue to be, intense.
Compensation is a key element of altracting and mtaining highly qualified
employees, Banking and other regulatorsinthe .S, Buropean Union and
elewhere ar in the process of developing principles, regulations and other
guidance governing what are deemed to be sound compensation practices
and policies. However; the steps that will be required to implement any new
requirments, and the consequences of implementation, remain uncertain.
11 addition, compensation may continue to be a legislative focus both in
Burope and in the US. as there has been significant kegislation in Zurope
and the U 8. in tecent years regarding compensation for certain employees of
financia! irstitutiors, including provisions of the Dodd-Prank Act.

Changes required to be made to Citi's compensation policies and practices
may hinder Citi’s ability to compete in or manage its businesses effectively,
to expand inte or maintain its pmsence in certain businesses and regions, or
to emaincompetitive in offering newfinancial products and services. This
& patticularly the case in emerging markets, where Citi is often competing
for qualified employees with financial institutions that are not subject to
the same regulatory regimes as Citi and that ar also seeking to expand in
thess markets. Momover, new disclosum requirernents or other legisiation
ot megulation may result from the worldwide regulatory processes described
abowe. If this were to oocug, Citi conld be mquired to make additional
dixclosures mlating to the compensation of its employees of to restrict or
modify its cornpensation policies, any of which could hut ifs ability to
hire, mtain and rotivate its key employees and thus hamn it competitively,
particularly in respect of campanies not subject to these requirements,

Provistons of the Dodd-Frank Act and otber regulations
relating to socuritizations will tmpose addtttonal costs

on securilizalion iransactions, increase Citt’s polentinl
Habititty inrespect of securiitzations and may probtbii Giti
Jroms performing certatn roles in securitizations, each of
which could make 1} tmpractical to execsie certain types
of transacttons and may bave an overall negattve effoct on
the recovery of the securtitzation markels.

Citi plays a variety of roles in asset securitization tramsactions, including
acting as underwriter of asset-backed securities, depositor of the underlying
assets inte securitization vehicles, trustee to securitization wehicks and
counterpanty to securitization vehicles under derivative contracts. The
Dodd-Frank Act contains 2 number of provisions that affect securitizations.
Among other provisions, these include a mquirement that securitizers mtain
un-hedged exposure to at least 5% of the econornic risk of cedain assets

they securitize, 4 prohibitien on securitization patticipants engaging in
transactions that would tnwolve a conflict with investors in the securitization,
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and extersive additional requimments for review and disclosure of the
characteristics of the assets underlying the securitizations. The SEC has
also proposed additional extensive regulation of both publicly and privately
offered securitization transactions (so-called "Reg AB11").

The cumulatiw effect of these extensiie mpulatory changes, many of which
have ot been finalized, as well as other potential futum egulatory changss,
such a5 GSE refomm, onsecuritization markets, the natum and profitability of
securitization transactions, and Citi's participation themin, cannot curently be
assessed. [t s likely, however, that these various measures will increase the costs
of executing securitization trarsactions, and could effectively limit Citi's overall
wolurme of, and the wle Citi raay play in, secunitizations, expose Giti to additional
poterttial liabitity forsecudtizationtransactions and make it impracticai for Citi
to egecute certain types of securitization teansactions it peviously exscuted. In
addition, certain sectors of the securitization markets, paticularly msidential
mottgage-backed securitizations, have been inactive ot experienced dramatically
diminished transaction volumes since the financial crisis. The impact of various
rgulatory reform measurss could negatively delay or restrict any future meowery
of these sectors of the securitization mackets, and thus the epportunities for Citt
to participate in securitization transactions in such sectoss.

The Fnancial Accosnting Standards Board (FASB) 4s
currently reviewing or proposing changes to several key
Sinancial accounting and reporting standards utiltzed by
Citd which, if adopted as proposed, conld bave a maierial
tmpact on bose Cité records and reporis s financlal
condiiton and resulls of operations.

The FASB is currently reviewing or proposing changes to seweral of the
financial accounting and reporting standards that govern key aspects of
Citi's financial staternents, While the outcome of these reviews and poposed
changes is uncertain and difficult to predict, certain of these changes

could haw a material impact o how Giti records and reports its financial
condition and resubs of eperations, and could hinder undesstanding or cause
confusion across cornparative finarcial statement periods. For example, the
FASB's financial instruments project could, among other things, significantly
change how Citi determines the impaimment on those assets and accounts

for hedges. In addition, the PASB' leasing project could eliminate most
operating kases and instead capitalize them, which would result in a
gross-up of Gitis balance sheet and a change in the timing of incorne and
expense recognition patterns for leases,

Momower, the FASB continues its convergence project with the
International Accounting Standards Board (IASB) pursuant to which U.S,
GAAP and International Financial Repotting Standards (IFRS) am to be
converged. The BASB and 145B continue to have significant disagmeements
on the convergence of certain key standards affecting finaricial reporting,
including accounting for financial ingtrurnents and hedging. In addition,
the SEG has not vet detemnined whether, when or how U$. comparies will
be requimd to adopt [FRS. There can be no assurance that the trarsition to
IPRS, if and when mquited to be adopted by Giti, will not have a material
impact on howCiti epods #s financial results, or that Citi will be able to
meet any mquired transition timeline.

MARKET AND ECONOMIC RISKS

The ongoing Eurozone debt crists cosld bave significant
adverse effocts on Clit's bustness, resulis of operations,
Sfinancial condition and Ugutdity, parttcularly if # leads
lo any sovereign debt defaulls, significant bank failures or
defaulls and/or the extt of one or more couniries from the
European Monetary Unton.

The ongoing Burozone debt crists has cawsed, and is likely to continue to
cause, disruption in global financial markets, patticulady if it leads to any
futuse sovereign debt defaults and/or significant bank failures or defaults

in the Burozone, In spite of a number of stabilization measums taken since
spring 2010, vields on government bonds of certain Burozone counties,
including Greece, lreland, Italy, Portugal and Spain, have rernained volatile.
In addition, some Burcpean banks and insurers have experienced 4 widening
of credit spreads (and the esulting decreased availability and increased

costs of funding) as a result of uncedtainty regarding the exposure of such
Buropean financial institutions to these countnies. This widening of credit
spreads and increased cost of funding has also affected Citi due to concerns
about its Burozone exposue.

The market disruptions in the Eurozone could intensify or speead further,
patticularly if engning stabilization efforts prowe insufficient. Concems have
been raised asto the financial, political and legal ineffectiveness of measures
taken to date. Continued economic tummei! in the Burozore could hawe a
significant negative impact on Citi, both directly through its own exposures
and indirectly due to 4 decline in general global economic conditions, which
could particularly impact Citi given its global footprint and strategy. See
“Managing Global Rsk—Countty and Cross-Border Risk” below. Thete can
be no assurance that the various steps Giti has taken o proted ifs businesses,
mesults of operations and financial condition against the results of the
Burozone crisis will be sufficient.

The effects of the Burozone debt crisis could be even moe significant if
they lead to 4 pattial or complete break-up of the Buropean Monetary Union
{EMU). The partial or full break-up of the EMU would be unprecedented and
its impact highly uncertain. The exit of one or more countries from the EMU
or the dissolution of the EMU could lead to redenamination of obligations
of obligoss in exiting countries. Any suchexit and redenomination would
cause significant uncertainty with respect to outstanding obligations of
counterparties and debtors in any exiting country, whether sovereign or
otherwisz, and lead to complex, lengthy litigation. The resulting uncedtainty
and market stress could akso cause, among other things, severe distuption
to equity marksts, significant increases in bond vields generally, potential
faiture or default of financial institutions, including these of systemic
impottance, a significant decrease in global liquidity, a frezze-up of global
credit markels and worldwide recession. Any combination of such events
would negatively impact Giti’s businesses, eamings and financial cendition,
patticularly given Citi's global strategy. In addition, exit and mdenomination
could be accompanied by imposition of capital, exchange and similar
contrals, which could futther negatively impact Citi's cross-border risk, other
aspects of its businesses and ifs earnings.
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The conitnued unceriainiy relating io ibe sustatnability
and pace of economic recovery and market volatiltly

bas adversely gffecled, and may continse to adversely
affect, certatn of Citt’s bustnosses, particularly SEB and
the U.S. morigage businesses within Cit{ Holdings — Local
Consumer Lending.

The financial services industry and the capital markets have been and will
likely continue to be advesely affected by the slow pace of ecoromic recovery
and continued disruptions in the global financial markets. This cortinued
uncertainty and disruption hawe adwrsely affected, and may continue to
adversely affect, certain of Citi's businesses, particularly its 6.8 business and
its Zocat Consvmmer Lending business within G Holdings.

In particular; the corporate and sovereign bond markets, equity and
darivatives markets, debt and equity underwriting and other elements of the
financial markets have been and could continue to be subject to wide swings
and volatility relating to issues emanating from Burozone and US. economic
issues, As a result of this uncertainty and wolatility, clients have remained
and may continue to remain on the sidelines orcut back on trading
and other business activities and, accordingly, the tesults of operations
of Citi's $68 businesses hawe been and could continue to be volatile and
regatively impacted.

Momower, the continued ecenomic uncertainty in the U8, accompanied
by continued high lewels of unerployment and depressed values of
residential real estate, will continue to negatively impact Citi's US. Corsumer
mortgage businesses, particularly its esidential real estate and home equity
loans in Gitt Holdsngs — LOL. Given the continued decline in Giti's sbiléy to
sell delinquent msidential first mortgages, the decreased inentory of such
loans for modification and re-defaults of previously modified mortgages,

Giti began to experience increased delinquencies in this portfolio during the
latter part of 2011, Asa msult, Citi could also experience increasing net credit
losses in this portfolio going forward. Moreover, given the lack of maskels in
which to sel{ delinquent home equity loans, as well 25 the relatively fewer
homne equity loan modifications and modification programs, Citi's ability to
offset increased delinquencies and net credit losses in its horne equity loan
portfolio in Citi Holdings has been, and will continue to be, mote limited as
compared to msidential first mottgages. See "Managing Global Risk—( rdit
Risk—Nerth America Consurner Mortgage Lending" and "—Consumer
loan Modification Programs” below

Concerns about the level of U.S. government debt and
downgrade, or concerns abost a polential doswngrade, of
the U.S. government credit rating could bave amaterial
adverse effect on Citt's bustnesses, resulls of operations,
capiial, funding and Hquidity.

In August 2011, Standard & Poor’s lowered ifs long-term sowreign credit
rating on the U$. government from A&A to AA+ and in the second half

of 2011, Moody's nvestors Services and Ritch both placed the U 8. rating
on negative outlook. According to the credit rating agencies, these actions
resulted from the high level of U 8. government debt and the continued
inability of Congress to reach an agmement to ensure payment of

U8, govemment debt and mduce the U.S. debt lewl. If the credit rating

of the U S. government is further downgraded, the ratings and perceived
creditworthiness of instruments issued, insumd or guaranteed by ingtitutiors,
agencies or instrumentalities dimctly linked to the US. gowemment

could also be comespondingly affected. Afuture downgrade of US. debt
obligations or U.8. govemment-related cbligations by one or more credit
rating agencies, or heightened concarn that such a downgrade might occur,
could regatisely affect Giti's ability to obtain funding collateralized by such
obligations as well asthe pricing of such funding. Such a downgrade could
also negatively impact the pricing ot availability of Citi's funding asa IS,
financial institution. In addition, such 2 downgrade could affect financial
matkets and economic conditions generally and the market value of the US.
debt obligations held by Cifi. 4s a result, such a dewngrade could leadto a
downgrade of Giti debt obligations and could have 2 material adverse effect
on Gitt's business, results of operations, capital, funding and liquidity.

Citt’s extenstve global network, particularly tis operations
in the world's emerging markets, subject i 1o emerging
markel and sovereign volatstity and furtber tncreases its
compliance and regulatory risks and cosis.

Giti believes its extersive and diverse global network—which includes

4 physical presence in approximately 100 countres and services offered

in over 160 countries and jurisdictions—provides it with a unique
competitive advantage in servicing the broad financial services needs of large
multinational clients and custorners around the world, including in many
emerging markets. International revenues hawe recently beenthe largest and
fastest-growing component of Giticorp, driven by emerging markets.

Howewr, this global footprint also subjects Citi to 2 nurnber of risks
associated with international and emerging markets, including exchange
controls, limitations on foreign investment, socio-political instability,
natio nalzation, closum of branches or subsidiaties, confiscation of assets
and sowereign volatility, among others. Rorexample, there have been recent
instances of political turmotl and violent rewslutionary uprisings in some
of the countries in which Giti operates, including in the Middle East, to
which Citi has responded by transferring assets and relocating staff members
to mote stable jurisdictions. While these previous incidents have not been
materia] to Giti, such distuptions could place Giti's staff and openstions
in danger and may msult in financial losses, some significant, including
nationalzation of Giti s assefs.

Rusther, Citi's extersive global operations incmase its compliance and
mgulatory risks and costs. For example, Citi's eperations in emerging
markets subject it to higher cornpliance risks under U5, megulations
primarily focised on various aspects of global corporate activities, such
a8 anti-money-laundering regulations and the Foreign Corrupt Practices
Act, which can be more acute in less developed markets and thus requir
substantial investment in order to comply. Any failure by Citi to ®rmain in
compliance with applicable U.S. regulations, as well as the regulations inthe
countries and markels in which it operates as a result of its global feotprint,
could tssult in fines, penaties, injunctions or other similar restrictiors, any
of which could negatively impact Citi's earnings and its general mputation.
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Tn addition, cormp lying with inconsistarst, conflizting or duplicative
regulations requires extensive time and effort and further incmeases Citi's
compliance, regulatory and other costs.

1t is uncertain howthe ongoing Burozone debt crisis will affect emerging
markets, & recession in the Eurozone could cause 3 ripple effect in emerging
markets, particularly f banks in developed economies decrease or cease
lending to emerging markets, as i currently occurring in some cases. This
impact could be disproportionate inthe case of Citi in light of the emphasis
on emerging markets in its global strategy. Deceased, low or negative
growth in emerging market economies could make execution of Citi’s global
strategy mote challenging and could adversely affect Giti's mvenues, profits
and operations.

The matntenance of adequate Haguidily depends on
numerons factors outside of Giit’s conivol, tnclnding
without limitation market disrupiions and increases in
Gitt’s credit spreads.
Adequate liquidity and sources of funding are essential to Citl's businesses.
Citi’ liquidity and sources of funding can be significartly and negatively
impacted by factoss it cannot control, such s general disruptions in the
financial markets or negative perceptions about the financial services
industry in general, or negative investor perceptions of Citi's liquidity,
financial position of credit worthiness in particular. Market perception
of sovereign default risks, such as issues inthe Burozone as well as other
complexities regarding the current Buropearn debt crisis, can alsc lead to
ineffective money markets and capital markets, which could further impact
Giti's availability of funding.

In addition, Citik cost and ability to obtain depusits, secured funding
and long-term ursecured funding from the capital markets are directly
related to its credit spreads. Changes incredit spreads constantly occur and
are market-driven, including both external market factors as well as factors
specific to Giti, andcan be highly volatile. Citt's credit spreads may also be
influenced by movernents in the costs to purchasers of credit default swaps
refersnoad to Citi's long-term debt, which are also impacted by these external
and Citi-specific factors, Moteover, Citi's ability to obtain funding may be
impaired if other market participants are seeking to access the markets at the
same time, or if market appetite is reduced, as is likely to occur in a liquidity
or other market crisis. In addition, clearing organizatiors, regulators, clients
and financial institutions with which Giti interacts may exercise the right to
require addittonal collateral based on these market perceptions ot market
conditions, which could further impair Citi's access to funding.

61

The credit rating agencies continuonsly roviess ihe ralings
of Citt and #1s substdiaries, and reductions in Ciit's and iis
subsidiartes’ credft ratings could bave a significant and
tmmediate tmpact on Cii4’s funding and Hquidity through
cash obligations, reduced funding capacity and addttional
margin regsfrements.
The rating agencies continuously evaluate Citi and its subsidiaries, and their
ratings of Giti's and its more significant subsidiaries’ long-term/Aenior debt
and shot-temm /commenial paper, as applicable, am based on a nuember of
factors, including financial strength, as well as factors not entirely within
the contml of Citi and its subsidiaries, such as the agencies' proprietary
rating agency methodologies and conditions affecting the financial services
industry generally.

Citi and its subsidiaries may not be able to maintain theircument
mespective ratings. Ratings downgrades by Ritch, Moody's or S&P could
haw a significant and immediate impact on Citi's funding and liquidity
through cash ehligations, mduced funding capacity and additional margin
requirments for derivatives or other transactions. Ratings downgrades
could also haw a negative impact on other funding sources, such 28
secured financing and other margined transactions, for which the are
no explictt triggers, Some entities may also have ratings limitations asto
their permissible counterparties, of which Citi may or may not be aware, A
aduction in Citi’s or its subsidiaries’ credt ratingscould ako widen Citis
credit spreads or otherwise increase its borrowing costs and limit its access to
the capital markets. For addttional information on the potential impact of
2 reduction in Citi's or ifs subsidiaries’ credit ratings, see "'Capital Resources
and Liquidity—Funding and Liquidity—Credit Ratings" above.
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BUSINESS RISKS

Gitd is subject 1o extenstve litigation, investigalions and
ingutries periaining to a myriad of U.S. morigage-related
activities that could take significant tme to resolve and
may subjoct Clif 1o extensive Habilily, tucluding in the
Jorm of penalties and otber equilable remedies, that conld
negatively impact Citi's future ressuiis of operattons.
Virtually every aspect of mortgage-mlated activity in the U.S. is being
challenged acros the financial services industry in private and public
litigation and by tegulators, governmental agencies and stafe attorneys
general, among others, Examples of the activities being challenged include
the accuracy of offering docurnents for residential modgage-backed
securites, potential breaches of representations and warranties in the
placement of mottgage loans into securitization trusts, motgage servicing
practicss, the legitimacy of the secusitization of mortgage loans and the
Mottgage Blectronic Registration System's role in tracking montages,
holding title and partizipating in the mortgage foreclosure process, fair
fending, compliance with the Servicemembers Givil Relief Act, and False
Claim Act violations alleged in "'qui tam" cases, among others.

$orting out which of themany clairas being asserted has legal merit as
wel] as which financial institutions may be subject to liability with respect to
their actual practices i 4 complex process that is highly uncertain and will
take time to rsolve. All of these inquiries, actions and inwestigations hawe
resubed in, and will likely continue to result in, significant time, expense and
diversion of management's attention, and could result insignificant lability
as well as negative reputational and othercosts to Citi.

Citi & currentlyparty to numerous actions mlating to clairns of
misrepresentations ot omissions in offering documents of msidential
motigage-backed securities sporsored o serviced by Citi affiliates. This
litigation has been brought by 2 number of institutional investos, including
the Federa! Housing Finance Agency. The cases are all inearly sages,
making it difficult to predict howthey will develop, and Citi believes that
such litigation will continue forseveral yeass. In addition, because the statute
of limitations will soon expire for these types of disclosure-based claims, Citi
could experience an incease in filed claims in the near temn.

Giti & exposed to representation and warranty (ie., mottgage repurchase)
liability through its U S, Consurner mortgage businesses and, to 2 lesser
extent, through legacy private-label residential mortgage securitizations
sponsored by its S68 business. With respect to {ts Consurner businesss,
during 2011, Citi increased its papurchase reserve from approxzimately
$969 rmillion to $1.2 billicn at December 31, 2011, To date, the majority
of epurchase demands have come frora the GSEs. The level of repurchase
dernands by GSEs has been trending upwards and Giti currently expects
it to temain elevated for sorne time. To a lesser extent, Giti has received
repurchase demands from private inwestors, athough these claims have been
yolatile and could increase in the future.
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With regard to legacy S58 private-label mortgage scuritizations, while
S&R hasto date meeived actual claims for breaches of repesentations and
warranties relating te only 2 small petoentage of the mortgages included in its
securitization transactions, the pace of clains temains volatile and has mcently
increased, Citi has also experienced an increass in the lewel of inquiries,
assertions and mquests for loan files, among othermattes, elatingto such
securitization transactions from trustees of securitization trusts and others
These inquiries could lead to actual claims for breaches of mpresentations
and warranties, of to litigation relating to such beaches or other mattess. For
additional information on these mattess, see "Managing Global Risk-—Credit
Risk—Consumer Mortpage—Representations and Warnnties” and
" Securities and Banking-Sponsored Private-Label Residential Mot gage
Securitizations—Represantations and Warranties" below

Ror futher discussion of the matters abowe, see Nate 29 to the
Comsolidated Financial Statements.

Citd swill not be able to wind doswn (114 Holdings at the
same pace as it bas in the past three years. As a resull, the
remaining asseis in Citi Holdtngs will likely continue to
bave a negaitve émpact on Clif's resulls of operations and
tis abtlity to siilize the captial supporiing the remaining
assots in Citt Holdings for more producitve purposes.

Giti will not be able to dispose of or wind down the businesses or assets that
are patt of Giti Holdings at the same lewel or pace as in the past three years.
&s of Decernber 31, 2011, assuming the transfer to Giticorp of the substartial
majority of retail partner cards, effective in the firg quarter of 2012, ZCL
constituted approximately 70% of Citi Holdings. & of such date, over half
of the remaining assats in ZCZ corsisted of kegacy U S, mortgages which
will likely be subject to run-off over an extended period of time. Besides
mortgages, the remaining assets in L¢Z include the OneMain Financial
business, as well as studert, commercial eal estate and credit card loans in
North America, and consumer lending businesses in Burope and Aséa.

BAM primarily consists of the MSSB J¥. Morgan Stanley has call rights on
Giti's ownership interest in the venture over a thiee-year period beginning
in 2012, which i is not mquired to exercise. Of the remaining asets in $42,
interest-earning assets have becorne a smaller portion of the assets, causing
negative net interst revenues in the business as the remaining non-interest
earning assels, which mquire funding, represent a larger portion of the total
asset pool. In addition, as of Decernber 41, 2011, approximately 25% of the
remaining assets in SAP wem held-to-matunity sscunities.

As 2 result, the emaining asests within Citi Holdings will likely continue
to have a negative impact on Citi's overall results of operations for the
foresesable future, particularly after the trandfer of mtail pattnercardsto
Giticorp. In addition, 2s of December31, 2011 and as adjusted to reflect the
transfer of mtail partner cards, roughly 21% of Citi's risk-weighted assets were
in Citi Holdings, and were supported by approximately $24 billion of Gitis
tegulatory capital. Accordingly, Citi's ability to release the capital supporting
these businesses and thus use such capital for more productive purposes will
depend on the ultimate pace and level of Citi Holdings divestitums, portfalio
run-offs and asset sales.
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Citt’s abiliiy to tncrease iis common stock dividend

or tuttiale o share repurchase program is subfect to
regulatory and government approval,

Since the second quarter of 2011, Giti has paid 4 quatterly common sock
dividend of $0.01 per share. In addition to Board of Directors’ approval, any
decision by Giti to increase its common stock dividend, including the amount
themof, or initiate a shame mpurchase program i subject to regulatory
approval, including the results of the Comprehensive Capital Analysis and
Review (CCAR) process mquired by the Federa! Reserve Board. Restrictions on
Giti's ability to incmase the smounts of its common stock dividend orengage
in share mpurchase programs could negatively impact market perceptions of
Citi, including the price of its commonstock.

In addition, pussuant to its agmements with ceftain U.S. government
entities, dated June 9, 2009, exscuted in connection with Gitis exchange
offess consumpmated in July and Septernber 2009, Giti remains subject
to dividend and share repurchase wstrictions for as long asthe U5,
goweenment continues to hold any Citf trust preferred securities acquired
in connection with the exchange offers. Whike these restrictions may be
waiwed, they generally prohibit Citi from paying regular cash dividends in
excess of $0.01 per sham of common stock per quarter or from redeeming
o tepurchasing any Citi equity securities, which includes itscommon stock,
or trust preferred securities, As of Decernber 31, 2011, approximately $3.025
billion of trust preferred securities issued to the ¥DIC remained outstanding
(of which approximately $800 million is being held for the benefit of the
U8, Treasury).

Citt may be unable o matniain or reduce iis level of
expenses as # expecls, and tnvesiments in s businesses
may nol be productive.

Citi continues to pursue a disciplined expense-managernent strategy,
including ®-engineering, restructuring operations and improving the
efficiency of functions, such as call centers and colkections, to achew a
targeted percentage expense savings annually. Hovever, there is no guarantee
that Citi will be able to maintain or reduce ifs lewe! of expemses inthe

futute, paticularly as expenses incurred in Giti's fomign entities are subject
to foreign exchange wolatility, and egulatory compliance and legal and
related costs are difficult to predict or control, particularly given the current
regulatory and litigation environment. Momover, Giti has incurred, and will
likely continue to incug costs of investing in ifs businesses. These investrnents
miay ot be as productive as Citi expects of 4t all. Furthermore, s the wind
dowm of Citi Holdings slows, Citi's ability to continue to reduce itsexpenses as
a result of this wind down will also decline.
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The vaiue of (ii's deferred tax assels (DTAs) could be redsiced
i corporae tax rates i1 the U.S. or ceriatn siale or forelgn
Jurisdictions are decreased or as a resuld of other potewtial
signtficant changes tn the LS. corporaie tux system.

Thete hawe been discussions in Congress and by the Obama Administratien
tegarding potentially decreasing the US, comporate tax rate. Similar
discussions have taken place in certain state and fowign jurisdictions. While
Citi may benefit insome respects from any deceases in these corporate tax
rates, any rduction inthe US,, state or foreign corporate tax rates would
result in 2 decrease to the walue of Citi's D'TAs, which could be significant.
There hawe also besn recent discussions of more sweeping changes to the
1.5, tax system, including changes to the tax treatment of fomign business
income. It is uncertain whether or when any suchtax refomm proposals will
be enacted into law, and whether or how they will affect Giti's ability to make
effective use of its DT4s.

The expiraiion of a provision of the U.S. tax laew that
alloss Cidt 1o defer U.S. laxes on cerlatn active financing
tncome could significantly increase (i1's lax expense.
Citi's tax provision has historically been reduced because active financing
income eamed and indefinitely minvested outsida the US. is tayed at the
fower local tax rate rather than at the higher U8 tax rate. Such mduction
has been dependent upon a provision of the U3, tax lawthat defers the
imposition of U.5. tazes oncettain active financing income until that income
& repatriated to the U.S. 25 2 dividend. This "active financing exception”
expited on Decernber 31, 2011 with respect to taxable years beginning after
such date. Whilke the exception has been scheduled to expi® on numerous
prior occasions, Gongress has extendad it each time, including retroactively
to thestart of the tax year Gongresscould still take action to retroactisely
extend the active finarcing exception: to the beginning of 2012, Howewer,
them can be no assurance that it will do so. If the exception is not extended,
the U$. tax imposed on Giti's active financing incorne eamed outside

the 1§, would ircrease, which could further result in Giti's tax expense
incmasing significantly, particularly beginning in 2013,
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Citi’s operational sysiems and nelworks bave been, and
will continue to be, vulnerable to an increasing risk of
continually evolving cybersecurily or otber lechnological
risks which could result in the disclosure of confidential
cltent or cuslomer information, damage ko Cité's
repsiation, additional cosis o Cit4, regulaiory penalties
and financial losses,
Asignificant portion of Giti's operations relies heavily on the secure
processing, storage and transmission of confidential and other infommation
as wel) as the monitoring of a large number of complex transactions on a
rinute-by-minute basis. Rer example, through its global consumer banking,
credit card and Trawsaction Services businesses, Gitl obtains and stoms an
extensive amount of personal and client-specific information for its retail,
cotporate and governmental custorners and clients and must accurately
recond and reflect their extensive account transactions. These activities hawe
teen, and will continue to be, subject to an increasing risk of cyber attacks,
the nature of which iscontinually evolving.

Giti's computer systers, software and networks have been and will
continue to be vulnersble to unauthorized accass, loss or destruction
of data (including confidential client information), account takeovers,
unavailability of service, computer viruses ot other malicious code, cyber
attacks and othet events. These threats may deriwe from human erro fraud
or rmalice on the part of employees or third parties, or may result from
accidental technological Failum  If one or more of these events accuss, i
could result in the disclosure of confidential client information, damage to
Citi's reputation with fts clients and the market, additional costs to Giti (such
35 tepairing systems or adding new pessonnel of protection technologies),
regulatory penakties and financial losses, to both Giti and its clients and
custormers, Such ewents could also cause interruptions or malfunctions
i the operations of Citi (such as the lack of avaflability of Citi's online
banking systern), as well as the operations of its clients, custores ot other
third parties. Given the high volume of trarsactiors at Citi, certain emors
or actions may be fepeated or compounded before they are discovered and
rectified, which would further increase these costs and consequences.

Citi has recerttly been subject to intentional cyber incidents from extemal
sources, including (1) data breaches, which resulted in unauthorized
access to customer account data and interruptions of services to customets,
(iit) malicious software attacks onclient systerus, which in turn alloved
unauthorized entranos to Giti's systems under the guise of aclient and the
extoction of client data; and (ili) denial of service attacks, which atternpted
to interrupt service to clients and customers, While Giti was able to detect
these prior incidents before they became significant, they still resulted in
losses s well as increases in expenditumes to monitor against the theal
of similar future cyber incidents. There can be no assurance thatsuch
incidents, or other cyber incidents, will not occur again, and they could occur
more frequently and on a more significant scale.

In addition, thicd parties with which Giti does business may also be
soutces of cybersecurity or other technological risks. Citi outsources
certain functions, such s processing of customer credit cand transactions,
which results in the stoage and processing of customer information by
third parties. While Citi engages in certain actions to reduce the exposure
resulting from outsourcing, such as limiting third-party access to the kagt
privileged level necessaty to perform jub functions and restricting third-party
processing to systems stored within Giti's data centers, unauthorized access,
loss or destruction of data or other cyber incidents could occur, resulting in
simitarcosts and consequences to Giti s those discussed abowe, Futhemnore,
hecaise financial institutions are becoming increasingly inteonnected
with central agents, exchanges and clearing houses, including through the
derivatives provisions of the Dodd-Frank Act, Citi has increased exposure to
aperational failuge or cyber attacks through third parties.

While Citi maintains {rsurance coverage that may, subject to policy teams
nd conditions including significant self-insured deductibles, caver certain
aspects of cyber risks, such insurance coverage may be insufficient to cover
all losses.

Ciit’s financial stalements are based in part on
assumptions and estimates, which, {f wrong, conld cause
unexpocted losses in the fulure, sometimes significam.
Pumsuant to U.S. GAAP, Giti is mquired to use certain assumptions and
estimates in preparing its finarcial statenments, including in determining
credit Toss reserves, reserws related to litigation and regulatoty exposums,
mortgage mpresentation and warranty claims and the fair value of certain
assets and liabilities, among other items. If the assuraptions of etimates
underlying Citi's financial staterents are incoreect, Citi may experience
significant losses. For additional infomation on the key areas for which
assumptions and estimates are used in preparing Gitis financial statements,
see "Significant Accounting Policies and Significant Estimates” below, and
forfusther information relating to litigation and regulatory exposures, see
Note 29 to the Consolidated Financial Statements.

Cit ts subject to a significant number of legal and
regulaory proceodings thai are ofien bighly complex, slow
to develop and are thus difficull to predici or esitmate.
A any given time, Citi is defending 2 significant nurmber of legal and
regulatory proceedings. The volurne of claims and the amount of damages
and penalties claimed in litigation, arbitration and regulatory pmoeedings
against financial ingittions remain high, and could further increase
in the future. See, for example, "—Citi is subject to extensiw litigation,
investigations and inquiries pertaining to a myriad of mottgage-related
activities that could take significant time to resolve and may subject Citi to
extensive liahility, including in the fom of penalties and other equitable
mmedies, that could negatively impad Citi's future results of operations.”
Proceadings brought against Giti may msult in judgments, settlements,
fines, penalties, disgorgerent, injunctions, business improvement otders or
other msults adverse to t, which could materially and negatively affect Giti's
businesses, financial condition or results of operatiors, requite material
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changes in Citi's operations, or cause Citi mputational haom, Moreover,

the many lage claims aserted against Giti are highly complex and slow

to develop, and they may involve nowl or untested legal theories. The
outcome of such proceedings may thus be difficult to predict orestimate until
late in the proceedings, which may last several yeass. Inaddition, cestain
seftlements are subjed to court approval and may not be approved. Although
Giti estsblishes accrals for its litigation and mgulatory matters according to
accounting requirements, the amount of loss ultimately incurred in relation
to those matters may be substantially higher or lower than the amounts
acorued,

In addition, while Citi takes numerous steps to prevent and detect
employee misconduct, such as fraud, employes misconduct is not always
possible to deter or prevent, and the extensive precautions Citi takes to
preverit and detect this activity may not be effective in all casss, which could
subject it to additional liabifity. Moteover, the "whistle-blower" provisions
of the Dodd-Frank Act provide substantial financial incentives for persons
to repott alleged violations of lawto the SEC andthe CFTC. The final rules
implementing these provisions for the SEC and CFTC became effective in
August and October 2011, respectively. &s such, ther confinuesto be much
uncertainty as to whether these new reporting provisions will incentivize and
lead to an increase in the number of claims that Giti will haveto inwestigate
or against which Citi will have to defend itself, thus potentially further
incmasing Citi's legal liabilities.

Ror additional infomnation relating to Giti's potentialexposum
relating to legal and egulatory matiers, see Note 29 to the Consolidated
Financial Staternerts.

Fatlure to matuiain the value of the Cilf brand could barm
Giit's global competitive advaniage, resulls of operations
and siralegy.

4s Citi enters into its 200 year of operations in 2012, one of its most valusble
assts isthe Citibrand. Citi's ability to cortinus to keverage its extersive
global footprint, and thus maintain one of its key competitive advantages,
depends on the continued strength and recognition of the Citi brand,
including in ernerging markets as other financial institutions growtheir
operations in these markets and competition intersifies. s mferenced above,
as a result of the economic crisis in the US. as well as the continuing adwerss
economic climate globally, Giti, like other financial institutions, issubject

to an increased kevel of distrugt, scrotiny and skepticism from numerous
constitueries, including the general public, The Citi brand could be further
harmed if its public image or Eputation were to be tarnished by negative
publicity, whether or not true, about Giti orthe financial serviees industry

in general, or by 2 negative perception of Giti's short-term or long-term
financial prospects. Maintaining, promoting and positioning the Citi brand
will depend largely on Citi's ability to provide consistent, high-quality
financial services and products to its clients and customers around the world.
Failum to maintain its brand could hutt Citi's competitive advantage, resulfs
of oparations and strategy.
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Gttt may incur significant losses if iis risk management
processes and sirategles are inaffecttve, and concentration
of risk increases the potential for such losses.

Giti monitors and contmls ifs risk exposure acmss businesses, regions and
critical produds through a risk and control framework encompassing

a variety of separate but complementary financial, cedit, operational,
compliance and legal reporting systerns, internal controls, management
review processes and other mechanisms. While Citi employs 2 broad and
diversified set of risk monitoting and disk mitigation techriques, these
techniques and the judgments that accompany their application may not

be effective and may not anticipate every economic and financial outcorne
in all market environments or the specifics and timing of such outcomes.
Market conditions owerthe last severa) yeass hawe involved unpmecedented
dislocations and highlight the limitations inherent in using historical data to
marnage risk.

Congentration of risk increasas the potential for significant losses
Because of concentration of risk, Citi may suffer loses even when economic
and market conditions are generally favorable for Giti's competitors. These
conecentrations can limit, and haw limited, the effectiveness of Citi's hedging
strategies and hawe caused Giti to incur significant losses, and they may do
30 again inthe futuse. In addition, Citi extends large commitments as part
of its cmdit origination activities. If Giti is unable to reduce its credit risk by
selling, syndicating or securitizing these positions, including during periods
of market dislocation, Giti’s msults of operatiors could be negatively affected
due to o decrease in the fair value of the positions, as well as the loss of
reveriues associated with selling such securities orloans.

Although Citi's activities expose it to the credit risk of many different
entities and courterparties, Gitl routinely executes 4 high volure of
transactions with counterparties in the financial services sector including
banks, other financial institutions, insuranos cormp anies, investment banks
and gowernment and central banks. This has msulted in significant credit
concentration with respect to this sector. To theextert regulatory or market
deweloproants lead to an increased centralization of trading activity through
particular clearing houses, central agents orexchanges, thiscould increase
Citi's concentration of sk inthis secter.
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MANAGING GLOBAL RISK

Risk Management—Overview

Gitigroup beliewes that effective risk management & of primaty importance
to its overall operations. Accordingly, Citigroup has a comprehensive risk
managernent processto monitor, evaluate and manage the principal risks
it assumnes in conducting its activities. These include credit, market and
operational risks, which are each discussed in more detail throughout

this section.

Citigroup's risk management framework & designied to balance corporate
oversight with well-defined independent risk management functions.
Enhancements continued to be made to the risk management framework
throughout 2011 based on guiding principles established by Giti's Chief
Risk Officer:

¢ acommon risk capital model to evaluate dsks;

* 3 defined risk appetite, aligned with business strategy,

* accountability through & common framework to manage risks;

* dsk decisions based on trarsparent, accurate and rigorous analytics,
* cypertise, stature, authority and independence of risk manages; and
¢ empovering risk managers to make decisions and escalate isues

Significant focus has been placed on fostering a risk culture based on
a policy of "Taking Intelligent Risk with Shared Responsibility, Without
Forsaking I ndividual Accountability”;

+ "Taking intelligent risk” means that Citi must carefully measure and
aggregate gisks, must appeciate potential downside risks, and must
understand risk/retum selatiorships.

* "“Shared resporsibility” means that risk and business management mugt
actiwly partner to own risk controls and influence business outcomes.

* “Individual accountability” means that all individuals are ultimately
mspongible for identifying, undestanding and managing risks

The Chief Risk 0fficer working closely with the Citi Chief Executive
Officer and established manapement committess, and with oversight from
the Risk Management and Finance Comrmittee of the Board of Directos a5
well asthe full Board of Diwctors, is responsible for:

* establishing com standands for the management, measuement and
epotting of risk;

* identifying, asessing, communicating and monitering risks on a
company-wide basis;

¢ engaging with senior management on 4 frequent basis on material
matters with respect to risk-taking activities in the businesses and related
risk management processes; and

+ ensuring that the risk function has adequate independerve, anthority,
expertise, staffing, technology and resouress,

The risk management organization is structured so s to facilitate the
management of risk across theee dimensions: businesses, regiors and
critical produds. Each of Giti's major business groups has a Business Chief
Risk Officer who is the focal paint for risk decisions, such as sstting risk
limits or approving trarsactions in the business, The majority of the staff in
Citi’s independent risk management organization repot to thes Business
Ghief Risk Officers, There am ako Ghief Risk Officers for Citibank NA. and
Citi Holdings.

Regional Chief Risk Officers, appointed in each of A%z, EMA and
Latin America, am accountable for all the risks in their geographic amas
and are the primary risk contacts for the egional business heads and local
regulators. In addition, the positions of Product Chief Risk OfFicers are
created for those risk areas of eritical impotance to Citigroup, curently ral
estate and structural market risk as vell as fundamental credit. The Product
Chief Risk Officers are accountable for the risks within their specialty and
focus on problem aras across businesses and mgions. The Product Chief
Risk Officers serve a3 a resource to the Chief Risk Officer, as well as to the
Business and Regional Chief Risk Officers, 1o better enable the Business and
Regional Chief Risk Officers to focus on the day-to-day management of risks
and responsiveress to business flow.

In addition to facilitating the management of risk across these three
dimensions, the independent risk management organization also includes
the business management team to ensure that the risk organization has
the appropriate infrastructure, processes and management reporting. This
team includes;

* the risk capital group, which cortinues to enhance the risk capital model
and ensure that it is consistent across all business activities;

* the risk architecture group, which ensures Citi has integrated systems
and cornmen metrics, thereby allowing Citi to aggregate and stress fest
exposures scross the institution;

¢ the enterprise risk management group, which focuses on improving Citi's
operational processes across businesses and egions (see "Operational
Risk" below); and

o the office of the Chief Administrative Officer, which focuses on
re-engineering and riskcommunications, including maintaining
critical regulatory celationships.

Each of the Business, Regional and Product Chief Risk Officers, as well
as the heads of the groups in the business managernent team, report to Citi's
Chief Risk Officer, who meports directly ta the Chief Executive Officer
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Risk Aggregation and Stress Testing

While Citi's major risk aeas are described individually on the following
pages, these risks are akso reviewed and managed in conjunction with one
another and across the various businesses,

The Chief Risk Officer, as noted above, monitors and controls major
risk exposures and eoncentrations across the erganization, This means
aggregating risks, within and across businesses, as well 43 sublecting these
risks to alternative stress scenarios in oader to assess the potential economic
impact they may hawe on Citigroup.

Cornprehensive stress tests are in place across Giti for trading,
available-forsale and accrual pottfolios. These firm-wide stress reports
messure the potential impact to Giti and its component businesses of very
large changes in vatioustypes of key fsk factors (e.g., intemst rates, credit
spreads, etc ), 45 well as the potential impsct of 2 number of historical and
hypothetical forward-looking systemic stmss scenarios.

Supplemnenting the stress testing described above, Citi independent risk
management, working with input from the businesses and finance, provides
periodic updates to senior management onsignificant potential amas of
concern across Citigroup that ean arise from risk concentrations, financial
rnarket pagicipants, and othersystemic issues, These areas of focus are
intended to be forward-looking assessments of the potential sconomic
impacts to Citi that may arise from these exposures. Risk management also
provides reports to the Rk Management and Finance Committee of the
Board of Directors, as well as the full Board of Directors, on these mattess,

The stmss-testing and focus-position exercises ate a supplement te
the standard limit-setting 2nd risk-cap fal exemises described below as
thes processes incorporate events in the marketplace and within Citi that
impact the firm’s outlook on the form, magnitude, correlation and timing
of identified risks that may arise. in addition to enhancing awareness
and understanding of potential exposues, the results of thes processes
then serve a5 the statting point for deweloping risk management and
mitigation strategies.
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Risk Capital

Risk capita] is defined as the arnount of capital required to absotb potential
unexpected ecenomic losses resufting from exteemely severe events over a
one-year time period.

* "Beonomic losses” include losses that are reflected on Citi's Consolidated
Income Staternent and fair value adjustments to the Gonsolidated
Financial Staternents, as well as any further declines in value not captured
on the Gonsolidated Income Staternent,

¢ “Urexpected losses” are the difference between potential extremely severe
losses and Gitigroup's expected (average) loss over a one-year time period.

* “Bxtremelysevere” is defined as potential loss at 2 99.9% and 2. 99.97%
confidence level, based oni the distribution of observed events and
scenatio analysis.

The driver of economic losses are risks which, for Citi, s mferenced
abowe, are broadly calegotized as credit rk, market risk and operational risk,

* Credit risk losses primarily result from a bormwer's or counterparty's
inability to meet its financial or contractual obligations.

* Madket risk losses arise from fluctuations in the market value of trading
and non-trading positions, including the changes in value resulting from
fluctuations in rates.

® Operational risk losses result from inadequate orfaiked internal processes,
systerns or human factors or from external events.

These risks, discussed in more detail below, are measured and aggregated
within businesses and acres Citigroup to facilitate the undestanding
of Citi' exposure to exteme downside events as described under "Risk
Agpregation and Stress Testing” above. The rsk capital framework is
mviewed and enhanced on 4 rgular basis in light of market dewelopments
and ewlving practices,

CREDIT RISK

Credit risk  the potential forfinancial loss resubting from the failum of 2
borrower or counterparty to honor its financial or contractual obligations.
Credit risk arises in many of Gitigroup's business activities, including:

* lending;

sakes and trading;

* derivatiwes;

¢ secunties transactions;

settlement; and

¢ when Citigroup acts as an intermediary.

-

For Giti's loan accounting policies, see Note 1 to the Consolidated
Financial Staternents. See Notes 16 and 17 for additional information on
Citigroup’s Corsumer and Gorporate loan, credit and allowarce data.
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Loans OQutstanding

in mifons of dofiars at year end 2011 2010 2009 2008 2007
Consumer loans
InU.S. offices
Mortgage and real state ™ $139,177 $151,469 $183,847 §219.482 $240,844
instaliment, revolving credit, and cther 15,618 28,291 58,099 64,319 69,379
Cards®® 117,808 122,384 28,951 44,418 46,559
Commerclal and industrial 4788 5,021 5,840 7,041 7,716
Lease financing 1 2 11 31 3151
$277,408 $307,187 §276,543 §335,201 $367,449
In offices outside the ULS.
Mortgage and real estate®™ $ 52,052 § 52,175 § 47,297 § 44,382 $ 49,326
Instaliment, revoving credt, and other 34618 38,024 42,805 41,272 70,205
Cards 88,026 40,948 41,493 42,586 46,176
Commercial and industrial 20,368 16,684 14,780 16,814 18,422
Lease financing ™ 665 33 304 1124
$146,688 $148,496 $146,706 $145,358 §185,253
Totat Consumer loans $424,188 $455,663 $423,249 $480,649 §552,702
Unaarned lngome {405) 68 808 738 787
Consumer loans, net of unearned income $423731 §485,732 $424,057 $481,387 $553,489
Gorporate loans
In US. offices
Commercial and industrial $ 21,667 § 14,334 § 15614 $ 26447 § 20,696
Loans to financial instituions @ 33,265 29,813 6,947 10,200 8778
Mortgage and real sstate ™ 20,608 19,692 22,560 28,043 18,403
Instalimant, ravolving ¢radit, and other 15,011 12,640 17,737 22,050 26,539
Leasa finanding 1,270 1,413 1,297 1476 1,830
$ 91,911 § 77893 § 64,155 $ 88,216 $ 76,046
In offices outside the US.
Commercial and industriat $ 793713 3 71,618 § 66,747 $ 79421 $ 94,188
Instaliment, revolving cradt, and other 14,114 11,829 9,683 17.441 21,037
Mortgage and real etate™ 6,805 5,899 9778 11,375 9,981
Leans to financial institutions 28,794 22,620 15,113 18413 20467
Lease financing 568 531 1.285 1,850 2.282
Governments and offical institutions 1,518 3,644 2,949 773 1,029
$152,810 $116,141 $105,566 $129,273 $148,994
Total Corporate loans $224. 221 $194,034 $169,721 $217.489 $225,040
Ungarned income (110} @72} {2,274) {4,660) {536}
Carporate loans, nel of unearned income $223511 $193,062 §167,447 $212,828 $224,504
Total laans—net of unearned income $647 242 §648,794 $581,504 $694,216 §777.992
Alfowance for loan losses—on drawn exposures {30,115} 40,655 {36,033 29.616) {16,117)
Tetal loans—net of unsarned income and aliowance for credit losses 617,127 $608,138 §565,471 $664,600 $761,876
Allowance for loan fosses as a percentage of total loans—net of
unsarned income® % 6.31% 5.08% 4.27% 2.07%
Allowance for Consumer loan losses as a parcentage of total Consumer
loans—nst of unearned incoms A 8.45% 7.80% 8.70% 4.61% 2.26%
Allowance for Corporate loan losses as a percentage of total Corporate
loans—net of unsarned income ® 1.81% 2.76% 4.56% 3.48% 1.61%

{1}y Loanssecurad primanly by realestaie
@ 2011 and 2010 taciute the impact of consoisating enttes in contection with CHS a00pton of SFAS 167 See \ow 1 10 the Conslidated Financial Statements
(3 EBwludes bans in 2011 apd 2010 that am carrisd at falr vadue
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Detaiis of Credit Loss Experience

in mitions of voliars al year end 2011 2010 2008 2008 2007
Allowance for loan losses at beginning of year $40,565 §36,033 $29,616 §16,117 § 8,940
Provision for loan losses
Consumer $12,512 $25.119 §32,407 $27.942 $15,660
Corporate {189} 75 6,353 5732 1172
$11,778 $25,194 $38,760 §33,674 §16,832
Gross credit losses
Consumer
inU.S. officas $15,767 324,183 $17.637 $11,624 § 5765
In offices outside the LS. 5,397 6,880 8819 i 5,165
Corporate
Mortgage and real astats
InU.S. offices 182 953 592 &8 1
In offices cutside the US. mn 286 151 37 3
Governments and official institutions outside the US. — —_ — 3 —
Loans to financial indlitutions
inU.5. offices 215 275 274 — —
In offices outside the LS. 39 m 448 463 59
Commarcial and industrial
Int.S. offices 30 1,222 3,299 627 635
In offices outslde the US. 849 571 1,564 778 226
$23,184 334,491 §32,784 320,760 §11,664
Credit recoveries
Gonsumer
InU.S, offices $ 1,467 $ 1,323 § 576 § 585 § 685
In offices culside the LS. 1,273 1,315 1,088 1,050 966
Corporate
Mortgage and raal astate
InU.S, dfices 27 130 3 — 3
In officas outslde the U.S. 2 26 1 1 —
Governments and officlal Institutions outside the US. —_ — — — 4
Loans to financlal institutions
InU.S, offives _ — — — —
In effices cutside the LS. 89 132 11 2 1
Commercial and incustrial
In .S, offices 175 591 276 8 49
In officas outside the LS. a3 115 87 106 220
$ 3,128 § 3632 $ 2,043 § 1748 § 1,938
Net credit losses
In .S offices $14,887 $24,583 $20,047 $11,716 § 5654
In offices outside the U.S. 5,151 6,270 9,784 7.295 4,272
Total $20,038 430,859 $30,741 $19,011 $ 9,926
Other—aet® $(2,275) 810,287 $ (1,602) $(1,164) § o1
Allowance for loan losses at end of year @ $30,115 340,655 $36,023 3_29.616 316,117
Alfowanee for unfunded lending commitments® $ 1,136 $ 1,066 $ 1.157 § 887 § 1 iz_sq
Toial allowance for ioans, leasss and unfunded lending commitments $31,261 341,721 $37,180 $30,503 $17,367
Net Consumer credit losses $18,424 $28.435 $24,791 $17.161 § 9,269
A3 g percentags of average Consumer loans 4.20% 5.74% 5.43% 2.34% 1.87%
Net Gomporate credit losses frecoveries) $ 1,614 $ 2424 § 5950 $ 1,850 § 657
As a percentage of avarage Coporte loans 0.79% 1.27% 3.13% 0.84% 0,30%
Aliowance for loan losses at end of pariod ®
Citicorp $12,656 $17.075 $10.731 § 8202 § 5262
Citi Holdings 17,459 23,580 25,302 21,414 10,855
Total Citigroup $30,115 $40,655 $36,033 $29.616 $16,117
Altowance by type
Consumer $27,236 $35,406 §28.347 $22.204 $12,493
Corporate 2,878 5,249 7,686 7412 3,624
Total Cltigroup $30,115 340,655 $36,033 §20.616 $16117

o0 nothos on e text page

69

OPP008535



BE

2011 inchoes eductions of appredmately $1.6 tilion related 1o the sal or franster 1 held-r-sal of varous U.5. ban poriolos, approsmaiely $240 mition rlaied © the sak of the Epg Banking PLC creolt cam
usiness, appmxinael 372 mikien related b the transter of B Cfi Belpem buskess to keld-for-sab ang approxim aaly $290 milion rafated 10 P transktion. 2010 primarly inctudes an aodition of$13.4 bifion
related ¥ the impact of consokkiating entities s connaction with Cki's adoption of SFAS 166A67 $ee Nete 1 10 the Consoldated Fnancial Statements) amd reductions of sppmximately $2 7 bition reiiod to e sakor
teansier © hell-10r-5aB of various LS. joan porioiins and appodmael $290 mition miakd © the tansier ot a UK. iS{mongage mrmolo © hell-r-5a8. 2009 primarty ieiites RAUCTOnS 1 the ioan bSS esene
of appoximately 3543 mition reikd to securkizations, spproximatoly $402 millon rdatus 1 e sai or bansker © held-Sr-sale of U8 1oal astalo leading bans, and $562 mition relatod b e tanster of the K.
cartds poriodo o helt-forsak 2008 primarly inchdes mductions 10 the lan bss msene of sppmximatey 800 milken misted © FX trenslation, $102 milion relsted to securitizations, $244 mition 10r te sale of the
German stail banking oneration, and 3156 miion for the sale of CiCapital, partially offset by aiditions 013106 milion related 1 the Cuscatian awd Banko!f Oversess Chingse acquistions. 2007 primariy Includes
reductions 1o the Joas 1055 1Bserve of $475 milion relted 1 securfizatins s transter of loans W held-1orsal and ot $53 mition related 1o the ransier of the U K Ctifinancial portolio © heid-or sale, offset by
additons of 3610 milon wisted ¥ the apquiitions of B, Wkio Comial, Grups Cusoatian and Grupo Fanciers tno.

Included m the aBowance 10f Ian 105985 410 1B501vES 101 bass that have boen madifier) Subijoct to toubled debt st ructunegs (TDRS of 38,772 millos, 37,600 million, $4,810 mitba, and $2,180 mebion, 4561
December 31, 2011, December 31, 2010, December 31, 2009, ad December 31, 2008, respecinely

Represents anrtbnai cradh bss msenves Tor unfuhcied lending commitments and Bitars of credil recoiied in Difr fabitias o the Consoltiatedt Babnce Shoet.

Abwanos for osn bsses rprasents management’s dectastmate 01 pobabie Dsses nherent in e Mrtbo, as wel as probable osses reiatd 10 e ndlvdually evalyded mpahed loans and TDRS. See “Significant
Accounting Policies snd Signiicast Estimates ™ Aftriution of the allowance is mae for analytical purposes only, and e entire slbwance & aailabie to absors frobable cred bsses nhorent in the overall portioln

Allowance for Loan Losses (continued)
The following table details information on Giti's allowsrxe for loan losses, loans and coverage ratios as of Decarnber 31, 2011

December 31,2011

in bilions of dollars Allowance for loan losses  Loans, net of unearned income Allowance as a percentage of loans ™
North America Cards®@ $10.1 $1187 85%
North America Residential Mortgages 10,0 13398 7.3
North America Other 186 285 6.8
International Cards 28 0.1 70
Intemational Other® 2.1 1025 28
Total Consumer $21.2 $423.7 65%
A — S -

Total Corporate $ 29 5'2_28.5 1.3%
Total Citigroup $30.1 $647.2 A4.7%
(fy  Albwance 25 a percentage of bans evchass bans that ae canied & lal wim

(3 includes buth CHi-brancieet and retad partner cants

3 Includes mongages and cthar ratal lans
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Non-Accrual Loans and Assets and Reneqotiated Loans Non-Accrusl Loans and Assets

The following pages include information on Citi's "Non-Accrual Loans and The table below suramarizes Citigroup's non-accrual loans as of the perods
Assets” and "Renepotiated Loans.” Them is a certain amount of overlap indicated. Non-accrual loans ae leans in which the borrower has fallen
among these categories. The following generel summaty provides a basic behind in intemst payments o, for Corporate and Consumer (commercial
description of eachcategory: market) loans, where Citi has determined that the payment of interest

or ptincipal is doubtful and which are therefore considered ipaired. in

Non-Accrual Loans and Assets: o . . -
situations where Giti reasonably expects that only a portion of the pdncipal

* Gomporate and Consumer (coramercial market) non-accrual status and/or interest owed will ultimately be collected, all payments received are

is based on the determination that payment of interest ot principal reflected s 2 reduction of principal and not as interest incorne. There is no

s doubtful. industey-wide definition of non-accrual assets, however, and as such, analysis
¢ Consumer non-accrual status is based on aging, ie, the barrower has across the industry is not always comparable,

fallen behind in payments. Corporate non-accrual loans may still be current on interest payments but
o North America Citibranded and retail partner cards are not included are considered non-accrual as Giti has determined that the future payment

because, under industry standards, they accrue interest until charge-off of interest andforprincipal is doubful. Consistert with industry conventions,

Giti generally accrues intemst on credit card loans until such loans are
Renegotlated Loans: charged-off, which typically eccus at 180 dayscontractual delinquency &
+ Both Corporate and Gorsurner loans whose temns haw been modified in such, the nen-accrual loan disclosues in thissection do not include Nosth
aTDR. America credit card loans.

* Includesboth accrual and non-accrual TDRs,

Non-Accrual Loans

In iiions of doklars 201 2010 2009 2008 2007
Citlcorp $ 4018 §4909 §$5353 §3282 $20%7
Citt Holdings 7,208 14,408 26,387 19,015 6,941
Total non-accruat loans (NAL) s11|_2_26 $19.407  $31.740 32&397 3 8,968
Corporate non-sccruat loans
NorthAmerica $1288 $ 2112 §5621 §2660 § 281
EMEA 1,298 5,337 6,308 6,330 1,152
Latin America 362 701 569 224 119
Asig 335 470 981 513 103
Total corporate non-accrual foans $3298 §8620 $13478 $473 31,665
Citicorp $227  $3000  §$3238 §$1453 § 247
Citi Holdings 1,018 5528 10,241 8,278 1.418
Total cormme non-acerual ioans $ 323 § 8620  §13479 §$ 9732  $1.865
Consyumer non-accrual leans @
North Amarica $6808 48540 $15111 $ 9617 $4.841
EMEA 887 652 1,159 348 636
Latin America 1,107 1,018 1,340 1,290 1,133
Ash 450 576 651 710 833
Tolal consumaer non-accrugl foans $ 7900 310787 $18.261 $1 '&565 § 7,303
Citicorp $ 1,801 $ 138 § 2115 § 1,829 $1,780
Cii Holdings 6,189 8,969 16,146 10,738 5,523
Total consumer non-acerual loans $ 7900 $10787 $18261 $12865  $7.302

(0 Bulodes purchased distressed [oans as they are generally accreting rterest. The carmying vakm of these ans was 3511 mition a1 December 31, 2011, 3469 mitpn at Decemier 31, 2000, 3920 milion 4
December 31, 2000, $1 510 bilion at December 31, 2008, sd $2.373 bilios & Decem bar 31, 2007

Statement continues on the next page
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Non-Accruat Loans and Assets (continued)
The table below summarizes Gitigroup's other realestate owned (OREO) assets 43 of the periods indisated. This represents the carrying value of all mal estaie
property acquired by foreclosure or other legal proceedings when Citi has taken possession of the collateral

fn méfions of doliars 2011 2010 2009 2008 2007
OREO
Citicorp $ N $ 826 § 8%4 § 3N 3 541
Citi Holdings 430 863 815 1,022 679
Corporate/Other 15 14 11 40 8
Total OREQ $ 566 $ 1,703 $ 1,500 $ 1433 $ 1228
————
North America $ 4 $ 1,440 § 1,204 $ 1,349 $ 1188
EMEA 78 161 121 68 40
Latin America 51 47 45 16 17
Asla 1 55 40 2 3
Tetal OREQ $ 566 $ 1,703 § 1,500 § 1433 $ 1228
I
Other repossessead assets $ 1 § 28 3 I3 § I8 $ 99
Non-uaccrual assets—Tolal Citigroup 2011 2010 2009 2008 2007
Corparate non-acarial loans $ 3,238 $ 8,620 §13,479 $ 9732 $ 1665
Consumar non-accrusl lgans 7,800 10,787 18,261 12,565 7,303
Non-accrual loans (NAL) $11,226 $19,407 $31,740 $22,297 3 3,068
OREQ 568 1,703 § 1,500 $ 1,433 $ 1,228
Qther repossessed assets 1 28 3 8 89
Non-accrual assets (NAK) $11,793 $21,138 $33,313 $23,308 310,295
NAL a5 a parcentage of total loans 1.78% 2.99% 5.37% 3.21% 1.15%
NAA as 2 parcentage of total asssts 0.68 1.10 1.79 1.23 047
Allowsance for foar losses as a percentage of NAL % 268 209 114 133 180

() The 35.403 tiibn of pon-accrua ioans Branslensd fom te held-or-sak porhilo & the heid-lorinwstrent potiol dirng the Luh quarter of 2008 wers maked 1 market atthe transter date and, themiore, 10
aliwanas was hecessary at e me of the trenskr $2.426 bilon of the par vale 0f the bans Miassitied was written Off prio? to transter

3 The albwance for loan bsses inciies the aliowance B0r credR card and mirchaser dEtmssed bans, whik the non-accnal Dans exciode crdi caxt balances with the @xcepdion of certain infernational periodosk and
prchssod distressed Dans & these contiue 10 accne iMewst untilwrie-oft

Non-acerual asssts—Total Citicorp 2011 2010 2009 2008 2007
Non-acerual loans (NAL) $4018 § 4,809 $ 5353 § 3.282 § 2,027
OREQ 71 826 874 371 541
(ther repossessed assets N/A N/A NA NA NA
Non-gccrual agssts (NAA) $ 4,089 $ 5,735 § 8,227 $ 3,653 $ 2.568
NAA a3 a percentage of total assets 0.31% 0.45% 0.55% 0.34% 0.21%
Alfowanea for loan losses as a percentage of NAL @ 318 348 200 250 242
Non-accrual assets—Total Citi Holdings 2011 2010 2009 2008 2007
Non-gcorual loans (NAL) $ 7,208 $14,498 §26,387 $19,015 $ 6,941
ORED 480 863 615 1022 679
Other repossessed assels N/R N/ N/A N/ NA
Non-accrual agsets (NAL) $ 7,688 $15,361 $27,002 $20,037 § 7,620
NAA as a percentage of total assels 2.36% 4.28% 5.54% 3.08% 0.86%
Allowanca for loan losses as a percentage of NAL ™ 242 163 46 113 161

) The dbwance for iose DSSes nckdos the alowance or Chis it car pordolbs and purchased distressed loans, while the noR-acoyal D4S exclede oreak cad talances (it the excepton of cedaln internatnnat
orftains and puchased distrossed oans as these contine 10 acore inemstuntl wile-oft.
WA Mot svaliatle at the Clicorpor Ot Holdings Bvel.
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Renegotiated Loans
The following table presents CRi's loans modified in TDRs.

Dec. 31, Dec. 31,
i mittions of dollars 2011 2010
Corporate renegotisted loans
InUS, offices
Commarcial and industrial @ $ 26 § 240
Mortgage and real sstate © 241 61
Loans to financial institutions 552 671
Qther 79 28
— $ 1078 ¢ 1000
In offfces cutside the US.
Commercial and industrial @ $ 228 § 27
Mortgage and real sstate ® 17 90
Loans to finan cial institutions 12 "
Other 3] i
$ 258 § 35
Total Corporate renegotisted loans $ 13% § 1315
Cansumer renegotiated loans @OHD
In U8, offices
Mortgage and real estate $24,480 §y 7
Cards 6,768 4,747
Instaliment and other 1,357 1,986
$28552  §24.450
In offices outside the U.S.
Mortgage and real astate $ 8% § 97
Cards =] 1,159
Instaliment and other 1,34 1,875
$ 3207 ¢ 3961
Total Consumsr renegotiated loans $81,756  § 28411

(1 includes 3455 millon and 3553 million ot non-aocrual loans nclodad in the non-accrsal st
tabie abowe, at December 31, 2011 and December 31, 2010, respectively The remaining bans are
acoring interest

i a00itDn to mon¥icalbas reflected as TDRs at Decombar 31, 2011, Cit ako maditiod $30 milioe
and $42¢ mion of commercal oans risk raed “Substantiang Mon-Petfoming” o worse {sset
categary datned by bankng rguistors) i U.S. offices and offves outstle the 1.5, lespeciivety. These
modficatons were nel constarad TORS tecause the moditications did nat involve a concRssion G
squied alement of 3 TOR for accounting purposa).

in arditipe to modifications reflected as TDRs af Oecomber 31, 2011, Citl 2o modified $186
willion and $33 milkon of comvmercial rad estale loass rek rated “Substandars Non-Periaring” of
worse (assed categuiy tefined by hanking reguiatrs in 1S, offices and in oftees oulsie the 4.5 |
mspectiely. These morifications wore not consterad TDRS tecauss the maditicabons din aot tnvoive
acomesson @ requisd ekment of 4 TDR for accounting purfoses.

inclodes $2,371 milkion ane! 32,751 milion o1 fos-accrial bans incladed i the aon-aocrual asses
tabie abowe & Decamber 31, 2011 a0 December 31, 2010, meyectvaly The remaiing bans ae
accring interest

includes'$12 mikion and §22 mi¥on of commerciel Bal estale bans & Decamber 31, 2011 andl
December 31, X410, mspectivay

Incldes 3257 miion and 3177 millon of commercial baes at December 31, 2011 and Decem ber
31, 2010, respactively.

Smaler-talanos homogerenus Dans were derved fom OY'S Sk Manapement syssms.

=]
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In cettain circumstances, Gitigroup modifies certain of its Corporate loars
inwolving 2 non-troubled borrower These modifications are subject to Citi's
nommal underwriting standards for new loars and are made in the nommal
course of business to match customers' needs with available Citi products
or programs (these modifications am not included in the table abow). In
other cases, loan modifications involwe a troubled borrower to whom Giti
may grant a concession (modification), Modifications invelving tmubled
borrowess may include extersion of maturity date, reduction in the stated
interest rate, rescheduling of future cash flows, reduction in the face amount
of the debt or reduction or waiver of accrued interest or fees. See “Consumer
Loan Modification Programs” below.

Forgone interest Revenue on Loans®

in non~
In U.S. us, 2014
In miifons of dollars offices offices total
Interast ravenua that would have been accrued
at original contractual rates® $3587 $1276  $4.873
Amount recognized as intersst revenue @ 1,588 415 1,854
Forgone interes! ravenue 53,058 $ %61 s2019

{h Relates © Corporale non-socruaks, renegotisted Dans and Consumer I0ans on which acorusiot
interest has been suspended.

@ intrest mwnue 1 oftkes outside the U.S. may mfiect prevailing local iverest raks, inciuding the
etfecs of infiation and monetary correcton in cerlain wuntnes.
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Loan Maturities and Fixed/Variable Pricing Corporate

Loans
Due Over ! year
within  but within  Over 5
tn mitions of dofiars at year snd 2011 1 year Syears  years Total
Carporste loan poitfolio
matusities
In 1.8, offices
Commercial and
inclustrial foans $ 10,053 & 7,600 $ 4014 $ 21,667
Finandial institutions 165434 11,688 6,163 33,266
Mortgage and rea! estate 9,803 7260 8835 20608
Lease financing 588 446 235 1,270
Instaliment, revolving
cradt, other 6,965 5206 2,781 15011
In offices oulside the U.S, 21,060 31,726 8525 132310
Total corporate loans $133,704  $63.984 $26553 $224.224
Fixed/varishle pricing of
corporate loans with
maturities due afier one
year @
Loans at fhked interest rates $ 7,005 § 5741
Loans at floating or adjustable
inferest rates 56,069 20812
Totsl $63,084 $26,553

(1 Baged On contractual terms. Rapacing charclnistics may effectively be modified fom time 1 time
using dervatie cantiacts See Aol 23 1 the Corsoitiatad Rnancial Staements
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U.S. Consumer Mortgage and Real Estate Loans

Due  Over 1 year
within  but within Overs

In raitiions of doflars at year eng 2011 1 year 5 years years Total
1.5, Consumer mortgage

loan portfolio type

First mortgages $ 219 $ 1,143 $§ 95757 $ 97,119

Second mortgages 868 14457 26743 42058
Total $1,017 315& S122ﬁ Siﬁﬂ?
Fixed/variable pricing of

.8, Gonsumar

morigage loans with
maturities due after one year

Loans at fixad intarest rates $ 888 $ 83,150
Loans at floating or adjustable

interest rates 14,712 38,341
Total $15600 $122,500
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North America Consumer Mortgage Lending

OQuerview

Giti's Novth Amerdca Consumer mogage potfolio consists of both
residential fist mortgages and home equity loans. As of Decamber 31, 2011,
Citi'sNorth Asmarica Consumer msidential first mottgage portfolio totaled
$95.4 billion, while the horne equity loan portfolio was $43.5 billion. Of the
fisst mortgages, $67.5 bitlion are recotded in ZCL within Citi Holdings, with
the mmaining $279 billion recorded in Citicorp. With respect to the home
equily loan pottfolio, $40.0 billion are woorded in £6Z, and $3 .5 billion are
reported in Citicorp.

Giti's residential first mortgage portfolio included $9.2 billion of loans
with FHA insurance o1 VA guarantees s of December 31, 2011, This potfolio
corsists of loans originated to low-to-moderate-income borrowers with lover
FICO (Fair Isaac Cotporation) scotes and generally has higher loan-to-
value ratios (EI'Vs). Losses on FHA loans are borne by the sponsoring agency,
provided that the insurance tems hate not been rscinded as a result of an
origination defect, With mspect to WA loans, the VA establishes a loan-lewl
logs cap, beyond which Citi is liable for loss, While FHA and VA loans hawe
high delinquency rates, given the insurance and guarantees, mspectiely, Citi
has experienced negligible credit losses on these loans to date,

Akso 2s of Decerber 31, 2011, the esidential first mortgage portfolio
included $1.6 billion of loans with LTV above 80%, which hawe irsurance
through rmontgage insurance companies, and $1.2 billion of loans subject to
long-term standby commitments (LTSC) with U.3. gowrnment-sporsored
entities (GSEs), forwhich Giti has limited exposure to credit losses. Citis
home equity loan porfolio 2kso included $0.4 billion of loans subject to
LT'SCs with GSEs, for which Citi also has limited exposure to credit losses.
These puarantees and commitments may be rescinded in the event of
origination defects.

Citi’s allowance for loan loss calculations takes into consideration the
impact of the guarantees and commitments referenced above.

Citi does not offer option adjustable rate mortgages/negative amotizing
mortgage products to its customers. As 4 mesult, option adjustable rate
mortgages/negative amontizing mortgages mpresert an insignificant pottion
of total balances, since they were acquired only incidentally as part of prior
portfolio and business purchases

As of December 31, 2011, Citi's North Amersca residential first mortgage
portfolic contained approximately $15 billion of adjustable rate mortgages
that am required to make 2 payment only of accrued interest for the payment
period, or an inferest-only payment. Borrowess that are currently requird
to make an interest-only payment cannot select a lower payment that would
negatively amortize the loan. Residential first mongages with this payment
feature are primasily to high-credit-quality borrowers that hawe on avemge
significantly higher otigination and refreshed FICO scores than other loans
in the wsidential first motgage portfolio.

North America Consvimer Morigage Quarterly Credit Trends—
Delnguencies and Net Crodst Losses— Restdential First Mortgages

The following charts detail the quarterly trends in delinquencies and

net ceedit losses for Citi's residential fimst mortgage portfolio in Nerth
America. s eferenced in the "Overview" section abowe, the majority of
Citt's residential first mortgage exposure arises from s portfolio within Giti
Holdings — LCL.

Residentlal First Mortgages — Cltigroup
In bi¥ions of dollars

ettt G0+DPD

—ap NCLS

$9.63

.7 8060

30.57

075 —s * — wé‘d N wgs soge so;a
1010 2010 8010 4010 1911 2q1 3011 4011
EOP Loans, 4010-999.6 3011-3951 4011-395.4
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Reslidential First Mortgages ~ Citi Holdings

fn bilions. of dollars

—o—NCLs i 30+0PD

3363

3382 408
975 30;‘9 MAEJQ gz)i,o m‘55 ,y)ﬁs 3(2.?4 SOA,M
- b - w - v
1010 2q10 3a10 4010 1911 2a11 3011 4
EOP Loans: 4010-480.1 3011-$69.6 4011-$67.5
Residentlal First Mortgage Dellnguencies — Citl Holdings
in billons of doflars
Days Past Due:  [NENEINN 150+~  ENENRENN 50-179 3089 —— 30+ DPD
15 - 1440
12
Q -
5 g
3 —
0 1
1¢i0 2010 2010 4910 1611 2011 3011 4Q11
Roes
~ Totals may oot sum due © rounding

~ For each ot the lables above, cays past dus exclde 11.5. moripage Bans that are guarsnieed ly U.S government agences, because the polential 1oss pradominastly resties witthe U.S. sgencies and bans recordad st

fakr value
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4s previously disclosed, management actions, including asset sakes and
modification programs, have been the primary drivers of the improved
asset perfornance within Citi$s residential fist mongage porfolio in Citi
Holdings during the pariods pesented above. With respect to asset sales, in
total, Citi has sold approximately $7.6 billion of delinquent first mottgages
since the beginning of 2010, including $2.7 billion in 201 1. Asevidenced
by the numbers 2bove, the pace of Citi's sales of residential first mortgages
has slowed, prirnasly due to the lack of remaining eligible inventory
and demand.

Regarding modifications of residential first mortgages, since the third
quarter of 2009, Giti has permanently modified approximately $6.1 billion
of msidential first mortgage loans under its HAMP and CSM prograrms, two
of Citi’s more significant residential first mortgage modification prograrms.
(For additional information on Citi's significant msidential fisst moztgage
loan modification programs, see “Gonsurner Loan Modification Programs”
below ) Howewer, the pace of modification activity has ako slowed due fo the

Residential Ferst Morigages — State Delinguency Trends

decrease in the imventory of residential first mortgage loans available for
modification, primarily a5 4 result of the significant levels of modificatiors
in prior periods.

4s a result of these two converging trends and asset forth in the tables
above, Citi's msidential first montgage delinquency trends are beginning to
showthe impact of re-defaults of previously modified mortgages, including
an increase in the 90+ days past due delinguencies during the fouth quarter
of 2011, although the re-default rates for the HAMP and CSM programs
continued to track favorably vesus expectations as of December 31, 2011.
While net credit losses in this potfolio decreased during the periods set forth
ahowe, if delinquencies continue to increase, Citi could begin experiercing
inceasing net credit tosses in this portfolio going forward. Giti has taken
thess trends and uncertainties, including the potential for m-defaults, into
comsideration in detemmining its loan loss reserves. See "North Amerves
Consusmer Mortgages — Loan Loss Reserpe Coverage” below.

The following tables set forth, for total Citigroup, the six states and/or regions with the highest concentration of Citi's msidential first mottgages as of

December 31, 2011 and Decernber 31, 2010,

{n bitlions of gollars December 81, 2011 December 31, 2010
% %

EMR 80+DPD LTV > Refreshed ENR 90+0PD LTV Refreshed
State® ENR® Distribution % 100% FCo ENR®  Distribution % 100% FICO
Ca $226 8% 21% 38% 721 %230 27% 41% 40% 718
NY/NJCT 112 14 49 10 712 97 12 6.6 13 693
INOHM! 46 8 8.8 a4 50 50 6 83 48 636
FL 43 5 10.2 57 688 4.7 [ 12.2 59 656
IL 85 4 72 8 688 35 4 8.3 44 669
AN 28 3 5.7 18 668 28 3 82 73 698
Other 33.2 41 58 21 683 35.2 42 7.0 21 850
Total $81.7 100% 5,1% 30% 688  §837 100% 6.6% 32% 675

() Certain of the staks am included 35 part of a region based on CAFS vew of similer home prcas (HP) wihin the region
(2 Ending net recehabies. Exhudes bans in Canada and Puer Ao, bans quarantead by U.S, goverament agencss, Dass meoedad at fair valie and oans subjet ¥ LTSCs

4s evidenced by the tables above, Citi's residential first mortgages portfolio
is primarily concentrated in California and the New York/New Jersey/
Connecticut mgion (with New York as the largest of the three states). Year
ower year, the 90+ days past due delinquency mte impruved scros each
of the states and regions shown in the tables. As referenced under "Citi
Holdirnigs—Residential First Mo tgages” abow, however, the vast majority of
the improvement in these delinquency rates was driven by Citi’s continued
asset sales of delinquent mortgages. As asset sales have sloved, Giti has
observed deterioration in 90+ days past due delinquencies for sach of the
states and/or regions abewe, including during the foutth quarter of 2011,
Cornbined with the increase in the awerage number of days to forclosure (see
discussion under "Foreclosures” below) in all of these states and regiors,
Citi could experience continued deterioration in the 90+ days past due
delinquency rate inthese amas
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Foredosures

4 of Decenber 31, 2011, approximately 2.5% of Citi's msidential first
mortgage portfolio was actively in the foreclosure process, which Giti refess
to as s “foreclosure inventory." This was down from 3.1% at December 31,
2010, The decline in foreclosure inventory year over year was largely due

to two separate trends. Finst, during 2011, there were fewer residential fimt
mottgages moving into Giti's foreclosure imventory primarily as a wsult

of Citi's continued asset sakes of delinquent fist mortgages (as discussed
ahowe), as vel] 45 increased state requirernents for foreclosure filings. For
example, cettain states haw increased the nurnber of pre-foreclosure filings
and notices rquired, including various requirernents for affidavit filings and
demand lefters (including the contents of such letters), as well as tequired
additiorial time to review a borrower’s loss mitigation activities prior to
permiting a foreclosure filing, In addition, while Citi may generally begin
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the foreclosure process when loans are 90+ days past due, not all such loans
become part of Giti's fomclosure inventory as Citi may not refersuch loarns

to foreclosure 45 it continues to work with the borrower pursuant to its los
mitigation programs, ot for other reasons. This also decreased the number of
residential fist mortgages moving into Citi's foreclosum inventory.

Second, while loars exited foreclosure inventory during 2011, this
was niot recessarily due to commpletion of foreclosuire and sale. Loans may
exit foreclosure inwentory ff Citi renavs efforts to work with the borrover
putsuant to its loss mitigation programs, if the borrower entess bankruptey
procesdings, f Citi decides not to pussue the foreclosue, or for other reasons.
Ineach of the circumstances desceibed inthe discussion abosw, howewer the
loans continue to age through Citi's delinquency buckets and rernain part of
its non-accrual assefs.

In addition to the decline in the actual number of completed foreclasures,
the overall fomclosuee process has lengthened, This is particularly
pronounced in judicial states (i, those states that require foreclosuses to
be processed via court apptoval)——including New York, New Jersey, Florida
and Hlinois—but has also occurmed in non-judicial states where Citi has a
higher concentration of residential first mortgages (see "Residential First
Mongages-—State Delinquency Trends" abowe). The kengthening of the
foreclosure process is due to nurmerous factos, including without {mitation
the inceased state requirements meferenced abowe, Citi’s continued work
with borrowers through its various modification pmgrams and the overll
depressed state of home sales in cettain of Citi’s high concentration markets,
4s one example of the lengthening of the foreclosure process, Citi's aged
foreclosure inventory (active foreclosures in peocess for two years or more),
as g proportion of Citi's total foreclosure inventory, mote than doubled year
over year. While the proportion of aged foreclosure inwentory continued to
tepesent a small portion of the total (approximately 10%, as of December 31,
2011), Giti believes this trend reflects the increased time involved in the
foreclosure process, and believes this trend could continue dug, inpat, to the
issues discussed above.

When combined with the continued pressure on home prices,
patticularly in certain regiors where Citi has 2 higher concentration of
wesidential fist mortgages, this kengthening of the foreclosure process ako
subjects Citi to inceased “'severity” risk, or the magnitude of the losson
the amount ultimately realized for the property subject to foraclosure, as
well a5 increased ongoing costs related to the foreclosure process, such as
property maintenance.

Novth America Consumer Morigage Quarterly Oredit Tronds—
Delinquencies and Net Credtt Losses— Home Bgutty Loans

Citi's home equity loan portfolio consists of both fixed rate home equity loans
and loans extended under home equity lines of credit. Fixed rate home equity
loans are fully amortizing, Home equity lines of credit allow for amounts

to be drawn for & period of time and then, at the end of the draw period,

the then-outstanding amount is converted to an amortizing loan. After
conversion, the loan typically hasa 20-year amortization repayment pariod,
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Historically, Citi's home equity lines of credit typically had a 10-year draw
period. Beginning in Jure 2010, Citi's new originations of home equity lines
of credit typically havwe a five-year draw period as Giti changed these tems
to mitigate risk due to the economic environment and declining home
prices. As of December 31, 2011, Citi's home equity loan portfolio included
approximately $25 billion of home equity lines of credit that am still within
their revolving period and hawe not commenced amortization (the interest-
only payment feature during the revolving period is standard for this product
across the industry). The vast rmajority of Cité's home equity loans extended
under lines of credit as of December 31, 2011 will contractually begin to
amottize after 2014,

4s of Decernber 31, 2011, the percentage of U.S. home equity loans in
4 junior lien position where Citi also owned orserviced the fisst lien was
approximately 31%. Howewer, for all horne equity loans (regardless of
whether Giti owns or services the fist lien), Citi manages its home equity
loan account strategy through obtaining and reviewing wfreshed credit
bureau scores {which reflect the borrower’s performance on all of ifs debts,
including 4 first lien, ff any), refreshed LIV ratios and other borrower credit-
welated infomatisn. Historically, the default and delinquency statistics for
junior liens where Giti also owrns or services the first lien hate been better
than for those where Giti does niot own or service the firg lien, which Citi
believes & generally aftributable to origination channels and better credit
characteristics of the portfolio, including FICO and LTV, for those junior liens
where Citi also owns or services the first lien.
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The following charts detail the quaderly trends in delinquencies and net cedit losses for Citi's home equity loan portfolio in North Amervea. Similar to Gitjs

residential fist mortgage portfolio, the majority of Giti’s home equity loan exposure arises from its porffolio within Giti Holdings — ZGL.

Home Equity Loans — Citigroup
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4s evidanced by the tables above, the pace of improwement in home equity
lvan delinquencies has slowed or remained flat. Given the lack of market in
which to sell delinquent home equity loans, as well as the refatively smaller
number of horme equity loan modificatiors and modification programs,
Giti's ability to offset increased delinquencies and net credit losses in its home
equity loan portfolio in Giti Holdings has been more limited s compared to
residential fist mortgages, as discussed above. Acordingly, Giti could begin
to experience increased delinquencies and thus increased ret credit losses

in this portfolio going forward. Giti has taken these trends and uncettainties
into comsideration in delermining its loan loss reserves, See "North America
Consumer Mortgages — Loan Loss Reserve Coverage’ below.

Howme Epusty Loans— Staie Delinguency Trends

The following tables set forth, for total Citigroup, the six states and/or regions
with the highest concentrationiof Giti's home equity loans as of December 31,
2011 and December 31, 2010

1 blions of gottars Decembar 31, 2011 Decembar 31, 2010
% %

ENR 90+0PD LTV > Refreshed ENR 90+DPD LTy Refreshed
State ENR® Distribution % 100% ACO ENR®  Distribution % 100% FICO
CA $112 21% 23% 50% 1 127 27% 2.8% 48% 724
NY/MIACT 8.2 2 21 19 715 10.1 21 21 20 718
FL 28 7 33 69 688 22 7 39 68 698
it 18 4 23 62 705 19 4 24 57 706
INJOH/MAL i5 4 28 88 818 18 4 33 64 671
AZINV 1.0 3 41 83 708 1.3 3 5.5 82 703
Othar 13.7 33 23 48 965 16.3 34 24 44 593
Total $41,0 100% 2.4% 5% 707 §473 100% 2.6% 44% 707
() Certam of the states are included 25 part of & regon based on LIS view of similar home pcas (HP) within the region
@ Ending net recehabis Bhuides Bans in Cahada and Puarp Ao and Dans subpet 8 L1SCs

Simitarto residential first mortgages (see "Residential First Mortgages— Consurner Morigage FICO and LIV

State Delinquency Trends" abowe), at Decemnber 31, 2011, Giti’s home
equity loan portfolio was pomarily concentrated in California and the
New York/New Jersey/Connecticut region. Year over year, 90+ days past
due delinquencies improved or remained stable across each of the states
and regions shown in the tables. See alsw “Consurner Mortgage FICO and
LTV below

Nowth America Conswmer Morigages — Loan Loss Reserve Goverage

A Decemnber 31, 2011, approximately $9.8 billion of Giti's total loan loss
reserves of $30.1 billion was allocated to Novth Amerdca real estate lending
in Citi Holdings, representing approximately 31 months of coincident net
credit loss coverage as of such date, With respect to Giti's aggregate North
Amerdca Corsumer rottgage portfolio, including Citi Holdings as well as
the msidential fisst mottgages and home equity loans in Citicorp, Citi's loan
loss reserves of $10.0 billion at December 31, 2611 represented 30 months of
coincident net credit loss coverage.

80

4 2 consequence of the financial crisis, economic environment and the
decrease in housing pricss, LTV and FICO scores for Giti's residential first
mortgage and homne equity loan portfolics haw generally deteriorated

since ofigination, patticularly in the case of originations between 2006 and
2007, although, as set forth in the tables below, the negative migration has
gererally stabilized. Generally, on a refreshed basis, approximately 30%

of msidential first mortgages had a LTV ratio abowe 100%, compared to
approximately 0% at origination. Similarly, approximately 36% of residential
first mortgages had F1GO scores less than 660 on & refreshed basis, compared
to 27% at origination, With respect to home equity loans, approximately
45% of home equity loans had wfreshed LTV above 100%, corpated

to approximately 0% at etigination. Approximately 24% of home equity
loans had FICO scoms lessthan 660 on a mfreshed basis, compared to 9%

at origination.
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FICO and LTV Trend Information—North America
Consumer Mortgages

Raesidential First Mortgages
I bilifons of dollars
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FICO 2 660, LTV £ 100% 0.3% | 04%] 03%] 03%| 04%
FICO = 660, LTV > 100% 13% ) 11%) 11%} 1.2%) 1.2%
FICO « 660, LTV € 100% 128% | 11.0% ] 9.8%] 10.0% | 10.7%
FCO <660, LTV > 100% 204% | 16.6% | 15.3% | 14.9% | 16.5%
Home Equity Loans
in bitions of dollars
60 4
40 4
20 4
0 4
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®FIC0 < 660, LTV > 100% wFICO < 660, LTV 5 100%
@ FCO = 660, LTV> 100% oFICO 2 660, LTV < 100%
Home Fauity—=80+ DPD % 410 10t 2611} 3011} 401t
FICO 2 660, LTV < 100% 01% ] 01%) 01%) 01%} 03%
FICO 2 660, LTV > 100% 03% ) 03%] 01%| 01%} 0.2%
FICO < 860, LTV < 100% 77%4 7.7%F TO0%] 74%) 76%
A0 < 660, LTY > 100% 121% | 11.7% | 10.1% ] 10.3% ] 103%

Notes

— Diata appeanng i the tabies alove heve bieen sourced from Citfs risk Systems and, as such, may not
FCORCE Wilh G SRS ebewhore generally due 10 dFREBACES n methodobgy o weuations i the
manner 0 which intarmation is captumed. Cit has noted Such varetions i instances where 1t beleves
thay costl e maenal © weoncis 1 the inrmation presented Bisawhes

— Tabkes exciude Dans in Canada and Puerid Rico, bans guaranteed Dy US government agencis
fosidential st morgages tsble onk), loans reconied at faF value (esidential first martgages tabe onl)
and ioans subjedt i LTSS

— Balanoes oxclude delrmed esAnsts,

— Tabies oxide taladoes Tor which FICO ar LTV data 8 unavaable. For msidential fist mortgages,
talances fof which Such dala ks enavallable woldes $0.4 bition 1or 4010, 30,6 bllon r 1011, and
$0.4 bisorn ip each of 2011, 311 and 4011, For home exuly bans, balances for which stich daly i

unaailabis incigdes $03 bi%ion in 4010, $G.1 bélion in 1011, 30.3 tillen B 2011, 30 2 bilkon # 3011,

and $0.2 bikion in 4011
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As evidenced by the table abowe, the overall proportion of 90+ days past
due residential fist mortgages with mfreshed FICO scotes of less than 660
decreased year over year Citi believes that the detedoration in these 90+ days
past due delinquency ratics from third to fourth quarter 2011 reflects the
decline in Citi's asset sakes of delinquent first mortgages, the lengthening of
the fareclosure process and the cortinued economix uncertainty, as discussed
in the sactions above.

Although home equity loans are typically in junior lien positions and
residential fisst mortgages are typically in 4 first lien position, residential
first mortgages historically have experienced higher delinquency rates as
compared to hame equity loans. Citi believes this difference is primarily
due to the fact that residential first montgages ate written down to collateral
value less cost to sell at 180 days past due and remain in the delinquency
population until full dispesition through sale, repayment ot foreclosure,
whereas home equity loans are generally fully charged off at 180 days past
due and thus emoved from the delinquency calculation. In addition, due
to the fonger timelines to foreclose on a residential fisst mortgage (see
“Foreclosures” abowe), thess loans tend to rernain in the delinquency
statistics for a longer period and, consequently, the 90 days ormom
delinquencies of these mortgages remain higher.

Tespile this historically higher level of delinquencies for residential
first mortgages, however, home equity loan delinquencies have generally
decreased at a slower rate than residential fist mortgage delinquencies.

Citi believes this difference is due primarily to the lack of 2 market to sell
delinquent home equity loans and the rlatively smaller number of home
equity loan modifications which, to date, have been the primary drivers

of Citi's first mortgage delinquency improvement (see "Notth America
Consumer Mortgage Quarterly Credit Trends—Delinquencies and Net Credit
Losses—Residential Fist Mortgages” abowe).
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Mortgage Servicing Rights

To minimize credit and liquidity risk, Giti sells mogt of the mortgage loans
it originates, but retains the servicing tights. These sale transactions create
an intangible asset referred to as mortgage servicing rights (MSRs), which
are recorded at fair value on Citi's Gonsolidated Balarce Shedt. The fair
value of MSRs s primarily affected by changes in prepayments of mortgages
that result from shifts in mortgage inferest rates. Specifically, the fair value
of MSRs declines with increased prepayments, and lower interest rates

are gererally one factor that tends to lead to incressed prepayments. In
managing this risk, Citieconomically hedges 4 significant portion of the
value of its MSRs through the use of interest rate derivative contracts, forward
purchase commitrnents of mortgage-backed securities and purchased
securities classified a3 Trading account assels.

Giti's MSRs totakd $2.569 billion, $2.852 biltion and $4 554 billion at
December 31, 2011, September 30, 2011 and Decernber 31, 2010, respectively.
The dectease in the value of Giti’s MSRs from year end 2010 to yearend
2011 primarily epmsented the impact from lower interest rates in addition
to amortization.

Ror additional infomnation on Giti's MSRs, see Note 22 to the Consolidated
Financial Statements.

North America Cards

Overview
s of Decemnber 31, 2011, Citi's North America cards portfolio consists
of its Giti-branded portfolio in Giticorp—Global Consumer Banking
and its retai] partner cards portfolio in Citi Holdings—Local Conssmer
Lendng. The substantial majority of the mtail patner cards portfolio will
be transferred to Citicom—NVA RCR, effective in the first quarter of 2012 (see
“Executive Summary" and "Citi Holdings" abowe}. &s of December 31, 2011,
the Giti-branded portfolio totaled $76 billion, while the retail pattner cards
porifolio was $43 billion.

See “Consumer Loan Modification Progrars” belowfor 4 discussion of
Giti's significant cards modification programs.

North America Cards Quarierly Credit Trends—Delsnguencies and Net
Credit Losses

The {ollowing charts detail the quarterly trends in delinquencies and met
credit loses for Citigroup'sNorth America Citi-branded and retail partner
cands postfolios. As evidenced by the charts, delinquencies and net credit
fosses continued to improwe duting 2011. Citi currently expects some
continued improvernent in these metrics, although af a slower pace asthe
portfolios stabilize.

Citi-Branded Cards ~ Citigroup
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Retalt Partner Cards — Citigroup

—&— NCLs —a— 9-0PD
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EQOP Loans: 4Q10-$46.4 3Q11-$41.1 4Q11-$428

Nowth Awmerica Cards—Loan Loss Reserve Coverage

At December 31, 2011, approximately $10.1 billion of Giti'stotal Joan

1oss reserves of $30.1 billion was allocated to Citi's North Amervea cards
portfolios, representing over 17 months of coincident net credit loss coverage
as of such date.

83

OPP008549



CONSUMER LOAN DETAILS

Consumer Loan Definquency Amounts and Ratios

Total
loans @ 90+ days past due ® 80-89 days past dus™
December 31, Dacember 31, December 31,
In rriffions of doliars, except EOP foan amounts fn bilions 2011 2011 2010 2009 2011 2010 2009
c“lﬂl’p ele [0
Total $2486 $2410 § 3101 44103 $2880 § 3553 § 433
Ratlo 0.98% 135%  1.83% 1.17% 1.55% 1.93%
Retail banking
Tota| $1838 § 788 § /60 9§ 805 $1089 § 1,146 § 1,107
Ratio 0.56% 0.66% 0.75% 0.78% 0.99% 1.03%
North America 888 285 228 108 218 212 Eal
Ratio 0.88% 0.76% 0.33% 057% 0.71% 3.25%
EMEA 42 58 84 128 o3 136 223
Ratio 1.38% 200%  248% 221% 3.24% 4.29%
Latir America 249 221 223 311 288 265 344
Ratio 0.92% 108%  1.71% 1.20% 1.30% 1,84%
Asiz 6.2 rvd 225 259 444 533 458
Ratio 0.34% 037%  050% 0.67% 0.88% 0.89%
Citi-branded cards
Total $1133 $1874 § 2341 $3248 184 §$2407 3323
Ratio 1.48% 208%  281% 1.62% 211% 2.75%
North America 758 1,004 1,597 237 1,062 1539 2182
Ratio 1.32% 2.06% 2.82% 1.40% 1.99% 2.59%
EMEA 2.7 4 58 85 59 72 140
Ratio 1.85% 207%  2.83% 2.19% 2.57% 4.687%
Latin America 18.7 412 446 565 888 456 556
Ratio 3.01% 333%  4.56% 281% 3.40% 4.48%
Asta 210 214 240 217 21 340 353
Ratio 1.02% 1.18% 1.55% 153% 1.67% 1.97%
Citl Holdings—Locel Consumer Lending “9™F
Total $1760 $89M  $10216 $18457 $6,840 § 9396  $14,105
Ratio 4.18% 476%  6.11% 3.80% 4.38% 467%
International 108 422 857 1,362 493 848 1482
Ratio 3.91% 300%  4.22% 4681% 387% 4,54%
Noeth America retall partrer cands 428 1,054 1,501 2,681 1,282 1,685 2,674
Ratio 2.46% 345%  4.42% 3.00% 3.63% 4.41%
Nerth America (gxdudng cards) 1224 5485 7958 14414 4,560 6,863 9,949
Ratio 4.85% 543% B.89% 408% 4.68% 4.76%
Total Citigroup {excluding Special Asset Poo) $4228 $9,381  $13,317 §22560 $9,220  $12,949 §18.443
Ratio 2.28% 3.00% 4.29% 2.24% 2.92% 3.50%
— N S
() The mtios of Q0+ days pact due and 3085 days past due ae cakulaied based on end-of-perod €0P bans
(3 The 90+ days past tles balaness for Cith-beandi cords and stall pther canks am Denesally st acoruing interast Chigmup's poky 15 genorally 1 acOTUe inrest o craatt card bans untl 140 days past due, unless

notification of bankruptoy filing has been mokived eartier

{3 Peris prior to January 1, 2010 am presenied 08 a managed basis. Cigmup adopted SFAS 168/167 effecte January 1, 2010 As 3 result, beghning i the firs quarter of 2010, there is no longer a difierence
tetween repoited and managed delisgupacis. Priot years” managed delisquencis ax inciuded herein for com parative purposes o the 2010 delinq uencies. Managed busis repomting bistorically impaced the Mt
Amarica Ragonal Consunor Baring—Ct-tranded cands snd the 1O —etad partner cands busisesses. The hisirical dicicsumes rtiect the impact o et cand securizations only. Sea discussion of adopon of
SFAS 1664167 In Aok 1 © the Consoliaid Financial Statements.

@ The 90+ days and 30-89 days past due and relaked wtios Tor Akl Amanca Reguinal Consune: Bankingexciute U.S. morQags loans that are guarsnted by U.S. govarement agencess sinoe the potentisl bss
pesdeminantly resices within the U.S. apencies. The amounts exciuded for loans 30+ days past due and EOP nans) am 3611 milon $1.3 bition) and 3235 mélion (0.3 bilion) at Decermber 31, 2011 and
December 31, 410, ¥ The amounts for loang 3080 days past doe end-of-perod bane bave the same adjustment as above) are $121 million ang $30 millpn, as of December 31, 2011 and
December 31, 210, mspectivey

& The 90+ days anf 20-80days past gun and relsied mbios for vovh Amanba (00 excauding cardd exclide U5 morigage lans that am guaranteed ty U1.S. povernment agencies siha the pofential 10ss predominantly
resides within the U.S agencies. The amounts exchided 1or loans 90+ clays past due and EOP 10365) 1 each perod am 34 4 biton 879 bikor), 352 téion 3.4 bilion, and 35.4 bilion 9.0 bilkon) &

December 31, 2011, December 31, 2010, and December 31, 2008, espachusly Thir amounts exchided Bir loans 30-83 days past due @nd of-priod Dass have tha same adiustment as ahowe) 10T each penad ane
$1.4 bilion, $1.6 bikion, and $1 0 hilien, as of Dacembar 31, 2011, December 2, 2010, and Deceraber 31, 2006, espectivety.

& Tha Cucember 31, 311 and December 31, 2010 bans 904 days past i and 040 davs past due and reisted ralios or Myt Amarcs roiudng cams exciode 34 3 bifion and 31.7 biflon, mspectivel, of bans
thatare carned al fair vake

B ot bans include iness and foes on crdit carts
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Consumer Loan Net Credit Losses and Ratios

Avsrage
loans Net credit losses @
in mritions of dofiars, excep! average ioan amounts n billons 2011 2011 2010 2008
Citicorp
Tekad $2885 $ 7888 §11,218 $ 5.395
Add: impact of cradit card securdtizations® -_— — §,931
Managed NCL 7688 11,218 12,328
Ratio 3.25% 511% 5.63%
Retail banking
Total $126.8 & 1,174 § 1267 § 1,558
Ratio 0.98% 1,16% 1.48%
North Amsrica 845 800 338 31
Ratio 0.87% 11% 2.90%
EMEA 44 87 167 287
Ratio 1.99% 3.88% 5.17%
Latin America 286 475 439 512
Ratio 210% 2.35% 3.08%
Asiz 848 312 3 445
Ratio 0,48% 0.58% 0.92%
Cii-branded cards
Total $1102 $ 6514 $ 9,949 $ 3,840
Add: impact of cradit card sacuritizations ® — — 6,931
Managed NCL 6514 3,949 10,771
Ratio 5.92% 9.04% 4.48%
North America 73.1 4840 7,680 841
Add: impact of credit card securitizations® — —_— 6,831
Managed NCL 4848 7,680 7.772
Ratio 8.36% 10.02% 941%
EMEA 29 8 149 185
Ratia 2.98% 5.32% 6.55%
Latin America 137 1,209 1,429 1,920
Ratio 8.82% 11.67% 16.10%
Asia 205 sM 691 894
Ratio 2.78% 3.77% 5.42%
Giti Holdings—Local Consumer Lending
Total $100.7 $10868  $17,040 $18.185
Add: impact of cradit card securitizations ® —— e 4,590
Managed NCL 10850 17,040 23,778
Ratio 5.84% 6.20% 7.03%
International 18.8 1,057 1,927 3521
Ratio 8.30% 7.36% 9.18%
Horth America (elafl parmer cards 421 3,809 6,564 3485
Add: impaet of cradil card securitzations ® _ — 4,5%)
Managed NGL 3,609 6,564 8.075
Ratio 858% 12.82% 12.7%
North America (excluding cards) 140.8 5,908 8,549 12,179
Ratio 4.25% 4.33% 5.15%
Total Citigroup (excluding Special Asset Foo)) $4362  $18847  $28256 $24,580
Add: impact of credit card securitizations ™ - — 11,521
Managed NCL 18,347 28,256 36,101
Ratio 4.21% 5.72% 6.48%
- I

(1 Avorage loans Inchide inferest and fees on cred carus.
(% The mtiosof ot ot bsSes am catsulated based 0n averane bans, 0elof anearmed feome.
3 Ses Mo 1 o the Consoigiakd Financial Stetements for a discussian of the impact of SFAS 186/187
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Consumer Loan Modification Programs

Giti has ingtituted a vadety of loan modification pmgrarns to assist its bortovers
with financial difficulties. Under these programs, the largest of which are
predominately long-term modification programs tasgeted at residential first
mortgage borrowers, the original loan terms am modified. Substantially all

of these programs incorporate some form of interest rate wduction, other
concessions may include reductions or waiwers of aocrued interest or fees, loan
tenorextensions and/or the deferral or forgveness of principal.

Loans modified under long-temm modification programs {as well as
short-terra modifications originated since January 1, 2011) that provide
concessions to borrowers in financial difficulty are reported astroubled debt
restructurings {TDEs). Accordingly, loans modified under the programs
described below, including modifications under short-temm programs since
January 1, 2011, are TDRs. These TDRs aeconcentrated inthe US. See
Note 16 to the Consolidated Rinancial Staternents for 2 discussion of TDRs
and Note | to the Corsolidated Financial Staternents for a discussion of the
allowance for loan losses for these loans,

Asurnrnary of Citi's more significant U.S. modification programs follows:

Residential First Mortgages

HAMP. The HAMP is 2 long-term modification program designed to reduce
monthly msidential first mortgage payments to 2 31% housing debt ratio
(monthly mortgage payment, including property taxes, insurance and
horneowner dues, divided by monthly gross incorne) by lowering the interst
rate, extending the tem of the loan and deferring o forgiving (either on an
absolute or contingent basis) principal of certain eligible borrowers who have
defaulted on their mortgages or who ate at risk of imminent default dueto
economic hardship. The interest rate reduction for rsidential fist modgages
under HAMP s ineffect forfive yeas and the rate then increases up to 1% per
year until the interest mate cap (the lower of the original rate or the Freddie
Mac Weekly Prirnary Mortgage Market Survey rate fora 30-year fixed rate
conforming loan as of the date of the modification) is reached. Inorderto be
entitled to 2 HAMP loan modification, borrowers must provide the requizd
decumentation and complete & trial period (generally three months) by
making the agreed payments.

Historically, Citi aocounted for modifications under HAMP as TDRs when the
borrower sumessfully completed the tral period and the loan was pemanently
modified, Effective in the fourth quaster of 2011, tral modifications am
mported as TDRs at the beginning of the trial period. Aocordingly, all loars in
HAMP triaks a5 of the end of 2011 are reported as TDRs,

Gitt Supplemental, The Citi Supplemental {CSM) program is a
leng-term modification program desigred to assigt residential first mortgage
borrowers ineligible for HAMP or who becorne ineligible through the HAMP
trial period process. If the borrower already has lessthan 2 31% housing debt

ratio, the modification offered is an interest rate reduction (up to 2.5% with 2
floor rate of 4%), which is in effect for two years, and the rate then increases
up to 1% per year until the interest rate is at the pre-modified contractual
tate, If the bormwer’s housing debt ratic &5 greaterthan 31%, steps similar to
those under HAMP, including potential interest rate reductions, will be taken
to achieve a 31% housing debt ratio. The modified interest rate i in effect
fortwe years, and then inceases up to 1% per year until the interest rate is
at the pre-modified contractual rate. Thie trial payments are mquired prior
to modification, which can be made during the trial period. & in the case

of HAMP as discussed abowe, all loans in GSM trials as of theend of 2011 are
reported as TDRs.

FHA/VA Loans guaranteed by the FHA or W are modified through the
modification process required by those respective agencies and ae long-tem
modification programs. Berrowers must be delinquent, and conossions
include interest rate reductions, principal forgiveness, extending maturity
dates, and forgiving accrued interest and late fees. The interest rate reduction
8 ineffect for the remaining loan temm. Lowses on FHA loars are borne by
the sponsoring agency, povided that the insurance terms have riot been
rescinded as a result of an origination defect. The VA establishes 2 loan-lew)
loss cap, beyand which Citi is liable for loss, Historically, Citi's losses on FHA
and VA loans have been negligible.

Responstble Lending. Citis Responsible Lending program is a
long-term modification program designed to assist current esidential first
morigage borowers unable to efinance their loan due to negative equity in
their home and/or cther botrower charadteristics. These loans am noteligible
formodification under HAMP or CSM. This program is designed to provide
payment relief based on a floor interest rate by product type. All adjustable
rate and interest only loans ase conered to fixed rate, ameortizing loars for
the remaining mortgage tem,

CINA Permanent Morigage Adfustment of Terms. This
long-tetm modification program is targeted to Gitifinancials (part of
Giti Holdings — Z6L) consumer finance residential mortgage borrowers
with a permarnent hardship. Payment reduction is provided through
the e-amoztization of the emaining loan balance, typically at a lover
interest rate. Modified loan tenors may not exceed a period of 480 months,
Generally, the rescheduled payment cannot be Jess than S0% of the original
payment amourtt unkess the adjustment of terms & a result of participation
in the CitiRinancial Home Affordability Modification Program (CHAMP)
(terminated August 2010), or a3 a result of settlernent, court order, judgment
or bankruptey. Borrowess must make a qualifying payment at the reduced
payment amourtt in order to qualify for the modification, In addition,
borrowers must provide income and employment verification, and monthly
obligations are validated through an updated credit report.
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CINA Temporasy Morigage Adfustment of Terms. This
shont-term modification program is similartothe long-temm program discussed
abow, but is targeted to CitiBinancial's consumer finance borrowers with 2
temporary hardship. Under this program, which can include both an interest
rate reduction and 2 term extension, the irtemst rate is reduced foreither a
fise- or anelewen-month petiod. Af the end of the temporary modification
period, the interest rte reverts to the pre-modification rate. Similar to the
long-term program, borrowers must make a payment at the educed payment
amount pror to the adjustrent of temms being processed to qualify, and they
must meet the werification and validation mquirements discussed above. If
the custorner is still undergoing hardship at the conclusion of the temporary
payment reduction, an extension of the temporary terms can be considered
inether of the time period incements above, to 2 maximum of 24 menths.
Iricases whes the account is over 60 days past due at the expiration of the
temporary modification period, the terms of the modffication are made
pemanent andthe payment i kept at the reduced amount for the remaining
life of the loan.

Modification Programs—-Summary

Credit Cards

Credit card long-term modtfication programs. Citi's lonpg-term
modification prograrms for its Citi-branded and retail pattner cards borrowers
are designed to liquidate 2 bortower's balance within 60 months. Thess
programs a awilable to borrowes who indicate a long-term hardship.
Payment requiements ate decreased by mducing interest rates charged to
either 9.9% or 0%, depending on the borrower's situation, and a designed ta
fully amortize the batance. Under these programs, fees are discontinued and
charging privileges 2 permanently mscinded.

Untversal Payment Program (UPP). The UPP is 2 shott-termn
cards modffication program offered to Citi-branded and retail partnercards
borrowers and provides short-temn inferest rate reductions o assist bomowers
experiencing temporary hardships. Under this program, a paticipant’s
APR is reduced by at least 500 basis points for a period of up to 12 months.
The mirimumn payment is established based upon the borrower's specific
circumstances and is designed to amortize at least 1% of the principal
balance each month. The participant’s APR retums to its original rate at the
end of the program or earlier upon failum to make the required payments.

The following table sets forth, as of Decernber 31, 2011, information relating to Citi's significant U8, loan modification programs.

Average Average
Program  interest rate Average % tenorof Defarred Principal
tn milions of doliars balance reduction payment relief modified loans  priscipal  forgiveness
U.S. Consumer mortgags lending
HAMP $4,282 4% 4% 30 years $558 $7
oM 2,061 8 2 28 years o4 1
FHANA 4,117 2 18 28 years _— -
CPNA Adiustment of Terms (A0T) 3,796 3 23 20years —_ —
Responsible Lending 1,664 2 18 28 years -— -
CFNR Temporary Mortgage AQT 1,570 2 NA N/A - —
North America cards
Long-term modfication programs 5,085 15 — § years -_— —
Upp 515 20 NA N/A — —
87
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Consumer Mortgage—-Representations and Warranties
The majority of Citi's exposure to representation and warranty claims relates
to its U.3. Consumer mortgage business within CitiMortgage.

GitiMortgage Servicing Portfolio
As of December 31, 2011, Citi services loans previously sold to the US.
government sponsored entities (GSEs) and private investos as follows:

i mitlions December 31, 201100
Unpaid
Vintage sold®”, Number of loans  principsl balance
2005 and prior 14 $141,122
2008 0.3 43,040
2007 0.2 40,080
2008 0.8 39,279
2009 0.2 4811
2016 0.2 40474
2011 0.2 46,501
Total 28 $508,307

{1 Bxcludes the burdh quarer 20105 of servicing 1gis on 0.1 mitlion ans with remainng ungpakd
principal balasces of approximately $24 843 milkon as of December 31, 2041 O3 continggs 1o te
exposad fo epresentation and warranty claims o these bans

@ InclodesO.7 milipn ioans wih emaining unpsid princisal hatance of appoximately 380,890 milion
a5 0t December 31, 2011 that am semviced by Ciivofgage puiseant X (ror AquiBions of morgage
servicing rights. These sns are covered by indemnification agreements from third pantes n favr of
Oivorigage, howerer, substantially al! of these agreemonts will expie prior © Maroh 1, 2012 The
supirdtion 07 hese indemnification ageemants & considesd in delrminitg the Bpurhase e,

As previowsly disslesed, during the period 2005 through 2008, Citi
sold approximately $25 billion of loans thmough private-label residential
morgage securitizations. A of Decernber 31, 2011, approximately $11 billion
of the $25 billion remained outstanding as a result of repayments of
approximately $12 billion and cumulative losses (incurred by the isuing
trusts) of approximately $1 billion. The remaining $11 billion outstanding is
included in the $396 billion of serviced loans above. As of December 31, 2011,
the amount that emained outstanding had a 0 days or more delinquency
rale in the aggregate of approximately 12.9%. Ror infornation on litigation
related to these and other Citi securitization activities, see 'Secwrviier and
Banking-Sponsoted Private-Label Residential Mostgage Securitizations—
Representations and Warranties" below and Note 29 to the Consolidated
Financial Statements,

Reprasentations and Warranttes
Whenselling a loan, Citi makes various eprsentations and warmnties
relating to, among other things, the following:

¢ Citi's ownership of the loan;

* the validity of the lien securing the loan,

s the absence of delinquent taxes or liens againgt the property sscuring the oan;
+ the effectiveness of title insurance on the property securing the loan;

* the process used in selecting the loans for inclusion in a transaction;

* the loan's compliance with any applicable loan criteria established by the
buyer; and
¢ the loan's compliance with applicable local, state and fadera] laws.

The specific representations and warranties made by Citi depend on
the nature of the trarsaction and the requimments of the buyer Market
conditions and credit-rating agency requirements may alkso affect
mpmsentations and wamanties and the other provisions to which Citi may
agree in loan sales.

Repuirchases or "M ake-Whole" Paysments

intheevent of a beach of these represertatiors and warranties, Citi may be
requited to either epurchase the mortgage loans with the identified defects
{generally at unpaid principal balance plus acerued interest) or indemnify
{"roake-whole") the investors for their losses. Citi's representations and
warranities are generally notsubject to stated limits in amount or time of coverage

Similarto 2010, during 2011, issues mlated to (i) misrepresentation
of facts by either the borrower or 4 third patty (2.g., incorne, employment,
debts, FIGO, stc.), (ii) appraisal issues (e.g., anerrorormisreppsentation
of value), and {iii) program requirernents (e.g, a loan that doss not meet
investor guidelines, such as contractual inferest rate) have been the primary
drivers of Giti's repurchases and make-whole payments. Howewer, the type of
defect that msults in a mpurchase or make-whole payment has cortinued
and will continue to vary over time. Mot importantly, there has not been a
meaningful difference in Citi's incurmed orestimated loss for any patticular
typa of defect.

In the case of a repurchase, Citi will bear any subsequent credit loss on
the mottgage lvan and the loan istypically considered a credit-impaired
loan and accounted for under SOP 03-3, “Aocounting for Certain Loans and
Debt Securities, Acquitred in a Transfer” (now incorporated into A5G 310-30,
Receivables—ILoans and Debt Secvrities Acgusred with Delersorated
Credst Qualtty). These repurchases have not had @ matedal impact on Citjs
non-performing loan statistics because credit-impaired purchased SOF 033
loans are not included in non-accrual loans, since they generally continue to
acerue interast unti] write-off.
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The unpaid principal balance of loans epurchased due to mpmrsentation
and warranty clairns for the yearsended December 31, 2011 and 2010,
respectively, was as follovs:

December 31,2011 Dacember 31, 2010

Unpaid principat Unpald principal

In rditions of doliars balance balance

GSEs $505 3280

Private invegtors 8 26

Total $513 $308
——

As evidenced in the tables above, Citi's repurchases hawe primarly been
from the GSBs. In addition to the amounts set forth inthe tables abowe, Citi
recorded ma ke-whole payments of $530 million and $310 million for the
vearsended Decernber 31, 2011 and 2010, mspectively.

Repurchase Reserve

Giti has recorded a reserve for #s exposure to losses from the obligation to
repurchase or make-whole payments in espect of peviously sold loans
{refierred to as the repurchase meserve) that is included in Otber abdistres

in the Gorsolidated Balance Sheet. In estimating the repurchass meserve,

Giti considers reimbursements estimated to be meeived from third-pary
cormspondent enders and indemnification agreernents ®lating to pevious
acquisitions of mortgage servicing rights, The estimated mimbusements are
based on Citi's analysis of its most recent collection trends and the financial
solvency of the correspondents.

In the case of 4 repuschase of a credit-impaired S0P 03-4 loan, the
difference between the Ioan's fair value and unpaid principal balance atthe
time of the mpurchase is recorded as a utilization of the mpurchase eserwe.
Make-whole payments to the investor am also treated as utilizations and
charged directly against the reserve. The repurchase reserwe isestimated
when Citi sells loans {mcorded as an adjustment to the gain onsale, which is
included in Qther revensie in the Consolidated Staternent of Income) and s
updated quaderly. Any change in estimate is recorded in Other reventee

The repurchase resarve is calculated by individual sales vintage (ie., the
year the loans weresold), During 2011, the majority of Citi's repurchases
continued to be from the 2006 through 2008 sales vintages, which abo
repesented the vintages with the largest loss severity. An insignificant
percentage of repurchases have been from vintages prior to 2006, and Citi
continues to believe that this pementage will continue to decrease, 25 these
vintages age later in the credit cycle, Although still early in the credit cycle,
Citi continued to experience lower repurchases and loss per repurchase or
make-whole from post-2008 sales vintages.

The repurchase reserve 1s based on various assumnptions. Thes
assumptions contain a level of uncertainty and risk that, if different from
actual msults, could have a material impact on the reserve amounts
(see "Sensitivity of Repurchase Reserve below). The most significant
assurnptiors used to calculate the reserve levels are as follows:

o Loan document@ion reguests: Assumptions egarding future expected
loan docurnentation requests exist as 2 means to predict futue mpurchase
claim trends. Thess assumptions are based on recent historical teends in
loan docurnentation mquests, recent trends in historical delinquencies,
forecasted delinquencies and general industey knowledge about the
current epurchase environment. During 2011, the actual number of loan
documentation requests declined 4s compared to 2010, Howewer, because
such mquests remain elevated from historical levels, and because of the
continued inceased focus on mortgage-telated matters, the assumption
forestimated future loan documentation requests increased during 2011
Giti currently beliewes the kewel of actual loan documentation requests will
remain elevated from historical levels and will continue to be volatile.

& Repurchase claims as @ percentage of loan docsmeniation reguesis:
Given that loan documentation mqueds are a potential indicater
of future repurchase clairas, an assumption is made regarding the
conversion rate from lean documentation requests to repurchase claims,
which assuraption & based on historica| peformance. During 2011, the
conversion rate, of the number of repurchase claims a5 4 percentage of
loan documentation rquests, increased ascompared to 2010, and thus
the asumption megarding future repurhase claims ako increased . Giti
curmntly believes the claims 4s a percentage of loan documentation
equests will remain af elevated lewls.

» Clavns gpeal successrate: 'This assumption represents Citi's
expected success at escinding a claim by satisfying the demand for
moe information, dsputing the claim validity, or similar mattess. This
assuraption is based on recent historical successful appeals rates, which
can fluctuate based on changes in the validity or composition of claims,
During 2011, Citi's appeal success rate remained stable as compared
to 2010, meaning approximately half of the mpurhase claims were
successfully appealed and resulted in no loss to Citi.

o Etimuied loss per vepurchase or make-whole: The assumption of
the estirnated loss per repurchase or make-whole payment is based on
actual and estimated losses of recent historical repurchasss/make-whole
payments calculated for each sales vintage year in order to captue
yolatile housing price highs and lows. The estimated loss per repurchase
or make-whole payment assumption is also impacted by estimates of loan
size at the time of mpurhase ormake-whole payment. During 2011, the
severity of losses increased slightly as compared to 2010, but was more
than offset by the rduction in loansize, resulting in 4 decline inthe
actual loss per epumchase ormake-whole payment, Citi would expect to
continue to sea reductions in loan size, including forthe 2006 to 2008
sales vintages, asthe loars continue to amortize through the loancycle.
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In sumn, the incresse in estimated futue loan documentation requests and
repurchase claims a3 a percentage of loan documentation requests were the
prirpary drivers of the $948 million increase in estimate for the repurchase
reserve during 2011, These factors were alse the primary drivers of the
$305 million increase in estimate during the fourth quarter of 2011,

The table belowsets forth the activity in the mpurchase mserve forthe years
ended Decernber 31, 2011 and 2010

in mifions of oofiars Dec, 31,2011 Dec. 31,2010
Balgnce, baginning of pariod $ 960 4 482
Additions for new sales 20 18
Change in estimate 948 7
Ukilizations {749) 1446
Balance, end of period $1,188 $ 989

The activity in the repurchase reserve for the three months ended

Sensitivily of Repurchase Reserve

As discussed abowe, the repurchase reserve estimation process is subject to
numerous estimates and judgments. The assumptions used to calculate the
repurchase reserve containa level of uncertainty and cisk that, if different
from actual results, could have a raterial impact on the eserve amounts.
Rorexarnple, Citi estimates that f there were a simultaneous 10% adverse
change ineach of the significant assumptions noted abowe, the mpurhas
reserve would increase by approximately $620 million as of Decernber 31,
2011, This potential change is hypothetical and intended to indicate the
sersitivity of the rpurchase reserve to changes in the key assurnptions Actual
changes inthe key assumptions may not oocur at the same time or to the
same degren (ie, an adwene change in one assumption may be offset by an
improverment in another). Citi does not believe it has sufficient inforrmation
to estimate a range of reasonably possible loss (as defined under ASC 450}
relating to its Consumer representatiors and warmanties.

Representation and Warranty Claims—By Clapmant

Decernber 31, 2011 was as follows: Forthe GSEs, Citi's msporse (i, agme or disagree to repumhase or
2 mitons of ol Dec. 31,2011 make-whole) to any repurchase claim is required within 90 days of receipt
Balance. beginning o pariod 1076 of the claim. If Citi does not respond within 90 days, the claim is subject
Additions for new salas 7 todiscussions between Citi and thepatticular GSE. Forprivate investors,
Change in estimate gos  thetime period for responding to any repurchase claim is governed by the
UKilizations 200)  individual sale agreement; however, ff the specified timeframe is exceeded,
Balancs, ond of period g1,488 the investor may choose to initiate legal action. As of December 31, 2011, no
such legal action has been initiated by private investors.
The representation and warranty claims by claimart, as well asthe
number of unmsolved claims by claimant, for the years ended December3 ],
2011 and 2010, respectively, were 4s follows:
Claims during Unrasolved claims as of;
2011 2010 December 31,2011 Dacamber 31, 2010
Original Original Original Origlnal
Number  principal  Number principal  Number  principal  Number  principal
in sriitions of dolars of claims  balance ofclaims  balance of claims  batance of claims  balance
GSEs 13,584 $2,050 11520 $2433 5,344 $1,148 5257 $1123
Private investors 1,840 331 1,221 313 51 122 581 128
Mortgage insurers® 128 184 274 80 a2 15 78 17
Total® 15,962 $3,425 13,015 §2,306 8,067 $1,285 5916 $1,268

() Regresanis the msurer's miechion of 2 claim ©r ioss mimbyrsement that bas yet 1 ke resohed To the extent thet mongage insurance will ot covar the claim on & Joan, Cifi may have 10 make the GSE or privale
imesior wholer. A6 of December 31, 2011, approximately $31 billion of the total servicng portioiio of $396 billon has insurance theough mortpage insurance companies. Failum 1o colact fom mongage RSumrs s
consaiomnd in desmuning the reirchase resarve Cli does 1ot beliewe inabfity to coliect eimbursement tiom morgage Rsurers wouki hawe a makerial iMpacton IS PPUIChass resene.

o Includes 1,738 and 2,014 caims, and $201 milon and 8612 milion of seinal pincipal balance 1ot claims during the voars endad Decomber 31, 2011 and 2010, espectively, and 633 and 1,333, and 3123 mithon
and 3267 mitbn of original principal balance tor unresobed claims as of Deoember 31, 2011 and 2010, respictiely, that are seivioed by CIIMORA0e PuBLAN B PHOY acquBitions of morigage servicing rights Thess
inans are covenxd by msemnitication symements Trom third parties in tavor of CHIMDMgane, howswer, sutetantially allof these agreements wil expee prior 1 March 1, 2012, The expration of tiese indemalicaton

syreemants is considered in determ ining the rapurchase resee
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Securtites and Banking-Sponsored Legacy Private-label
Residential Mortgage Securitizations—Representations and
Warranties

Overview

Giti is also exposed to rpresentation and warranty claims through residential
mortgage Lcuritizations that had been sponsored by Giti's S8 busines,
Howewer, $& B-sponsorad legacy securitizations have epresented a much
smaller portion of Citi's business than Citi's Consurer residential mortgage
business discussed above.

4s previously disclosed, during the period 2005 through 2008, 568 had
sporsored approximately $66.5 billien in legacy private-label mortgage-
backed securitization transactions that were backed by loan collateral
cornposed of approximately $15.5 billion prime, $12.4 billion Alt-A and
$386 billion subprime residential mortgage loans. 4s of Decernber 31,

2011, approximately $23.4 billion of this amount remains outstanding

as a result of repayments of approximately $34.5 billien and cumulative
losses (incurred by the issuing trusts) of approximately $8.7 biftion (of
which approximately $6.6 billion related to subprime loans). Of the amount
remaining outstanding, approximately $6.1 billion is backed by prime
msidential mortgage collateral at origination, approximately $4 9 billion by
Alt-A and approximately $12.3 billion by subprime. As of December 31, 2011,
the $23.4 billion remaining outstanding had 2 90 days or o e delinquency
rate of approximately 27.2%.

The mortgages included in these securitizations wete purchased from
parties outside of Citi; fewer than 2% of the mongages underlying the
transactions outstanding as of Decernber 31, 2011 wew originated by Gitl.
In addition, fewer than 10% of the mortgages am serviced by Citi. (The
mortgages serviced by Citi are included inthe $396 billion of residential
mortgage loans referenced under "Corsumer Mortgage— Representations
and Warranties” abow.)

Representation and Warranies

Inconnection with these sscuritization transactions, repmsentations and
warranties (representations) relating to the mottgages included ineach teust
issuing the securities were made either by Citi, by third-party sellers (Selling
Entities, which wes also often the originators of the loans), or both. These
mprsentations were pererally made or assigned to the issuing trust and
related to, among other things, the following:

+ the absence of fraud on the part of the borrower, the seller or any
appraiser, broker ot other party involved in the ortigination of the
motgage (which was sometimes wholly or partially limited to the
knowledge of the representation provider);

» whether the mortgage property was occupied by the borrower as his or her
principal residence;

* the mortgage's compliance with applicable federal, state and local laws;

« whether the mortgage was originated in conformity with the originator's
underwriting guidelines; and

+ detailed data concerning the mortgages that were included on the
moztgage loan schedule.

The specific representations mlating to the mortgages in each
securitization varied, however, depending on various factors such asthe
Selling Entity, rating agency requimments and whether the rottgages were
corsiderd prime, Alt-A or subprime in cedit quality,

In the ewent of 2 breach of its representations, Citi may be rquired either
to Epurchase the mortgage with the identified defects (generally at unpaid
principal balance plus accrued interest) or indernnify the investors for their
losses through make-whole payments. For securitizations in which Giti
made representations, Citi generally also received from the Selling Entities
similar representations, with the exception of certain limited representations
requird by, among others, the rating agencies. [ncases whem Citi made
repmsentations and also received the same epresentations from the Selling
Entity for a particular loan, if Citi mceives a claim based on breach of
those mpresentations in respect of the loan, it may have 4 cantractual right
to pursue a similar (back-to-back) claimn against the Selling Entity (see
discussion below). If only the Selling Entity made representatiors with
respect to a patticular loan, then only the Selling Entity should be responsible
fora claim based on breach of the representations.

For the majority of the securitizations whem Citi made epresentations
and received similar representations from Selling Bntities, Citi curently
beliewss that with respect to the securitizations backed by prime and AR-A
collateral, if it received 4 repurchase claim for these loans, & would hawe
back-to-back claims agairst the Selling Entities that the Selling Entities
would likely be in a position to honor However, for the significant majority
of the subprime collateral where Giti has back-to-back claims against
Selling Bntities, Giti believes that those Selling Entities would be unlikely to
honorback-to-backclairms becauss they are in bankruptey, liquidation, ot
financial distress. In those situations, in the event that claims for breaches
of mpresentations were made against Citi, the Selling Entities’ financial
condition might preclude Citi from obtaining back-te-back recoveries
from them.

To dats, Citi has received actual ¢laims for breaches of representations
wmelating to only 2 small percertage of the mortgages included in these
securitization transactions, although the pace of claims remains volatike and
has recently increased, Citi has also expenienced an incease in the lew! of
inquires, assertions and requests for loan files, among other matters, relating
to the above securitization transactions from trustess of securtization trusts
and others, Trustee activities have been prompted in part by lavwsuits and
other actions by investors, Given the continued increased focus on mortgage-
related matters, as well asthe increasing level of litigation and regulatory
activity relating to mortgage loans and mortgage-backed securities, the
kel of inquires and assertions regarding these securitizations may further
incease. These inquiries and assettions could lead to actual claims for
breaches of mpresentatiors, or to litigation relating to such beaches ot other
matters. For information on 1Rigation, claims and regulatory proceedings
regarding these and other S&B mongage-related activites, ses Note 29 tothe
Consolidated Financial Statercents.
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CORPORATE LOAN DETAILS

For corporate clients and investment banking activities across Citigroup, the
credit process is grounded in a series of fundamental policies, in addition

to those described under "Managing Global Risk-—Rik Management—
Owerview," above. These include:

* joint business and independent risk management msponsibility fo
managing credit risks;

* g single center of contro! for each credit relationship that coondinates
credit activities with that client;

* portfolin limis to ensue diversification and maintain risk/capital
alignment;

+ aminimum of two autherized credit officer signatures required on
extensions of credit, one of which must be from a credit officer in cedit
risk management;

o risk rating standands, applicable to every ebligor and facility; and

o comsistert standards for credit origination documentation and ermedial
management.

Corporate Credit Portfofio

The following table represents the Corporate credit portfolio (excluding
private banking), before consideration of collateral, by maturity at

Decernber 31, 2011, The Corporate porifolio s broken out by direct
outstandings, which include drawn loans, overdrafts, interbank placements,
bankers' acceptances and kases, and urfunded commitments, which include
unused commitroents to lend, lettess of credit and financial guarantees.

Al December 81, 2011 At December 31, 2010
Greater Greater
Oue than { year Greater Due  than 1year Greater

within  but within than Total within  but within than Total
fn bifions of doliars 1 year 5 years 5 years  exposure 1 year 5 years 5 years EXPOSUre
Diract outstandngs $in $ 82 $13 $262 $191 $ 43 $8 §242
Unfunded lending commitments 144 151 2 318 174 a4 19 287
Total $321 213 $34 $568 $365 3137 327 $529

Portfolio Mix the probability of default of the obligor and factoss that affect the loss-given

Giti's Cotporate credit potfolio is diverse scros geography and countarparty.
The following table shows the pementage of diret cutstandings and
unfunded commitments by region;

default of the facility, such as support orcoliateral. Intemal obligor ratings
that generally cormespond to BBB and abowe are considered investment grade,
while those below are considered non-investrnent grade.

Citigroup also has incorporated climate risk assessment criteria for certain

Decamber 81, December 31, ybligors, as necessary. Factors evaluated include consideration of climate tisk
2011 2010 . ) .
to an obligor's business and physical assets.
NorthAmsrica 1% A7% The following table presents the Coporate credit portfolio by Facility risk
f:lﬂ? - 2; 23 rating at Decernber 31, 2011 and December3 1, 2010, as a percentage of the
Jsia 18 g total porfolio:
Total 100% 100% Direct outstandings and

The maintenance of accurate and consistent risk ratings acrossthe
Gorporate credit porifolio facilitates the comparison of credit exposure actos
all lines of business, geographic regions and products.

Obligor risk ratings reflest an estimated probability of default for an
obligor and are derived primarily through the use of validated statistical
models, scorecard models and extemnal agency ratings {under defined
circumstances), in combination with consideration of factors specific to the
obligor or market, such a5 management experience, competitive position,
and regulatory environmment, Facility risk ratings are asigned that reflect

unfunded commitments

December 81, December 31,
2011 2010
AMMAAA 55% 56%
BB8 28 26
BBA 18 13
CCC of below 2 5
Unrated 1 —
Total 100% 100%
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Giti’s Cotporate credit portfolio & also divemified by industry, with 2
corcentration in the financial sectog, broadly defined, including banks,
other financial ingtitutions, insurance companies, investment banks and
gowernment and central banks. The following table shows the allacation of
dimet outstandings and unfunded commtments to industries as a pementage
of the tatal Getporate posfelio:

Direct outstandings and
unfunded commitmants
Dacember 31, December 31,
2011 2010
Public sactor 19% 19%
Petrolaum, enemy, chemical and metal 17 15
Transportation and industrial 18 16
Banke/troker-daalers 13 14
Consumer retall and health 18 12
Technology, media and telecom 8 8
Insurance and speclal purpose vehicles 3 5
Hedge funds 4 3
Real estate 3 4
Other industries 2 4
Total 100% 100%

5 Includes all other industribe, hohe of which excends 2% of ol culstandings

Credit Risk Mitigation

4s part of its overall risk management activities, Citigroup uses credit
derivatives and other dsk mitigants to hedge portiors of the credit rskin it
Corporate crdit portfolio, in addition to outright asset sales. The pupose

of these transactions is to transfercredit risk to third parties. The msults of
the mark to market and any realized gains or losses on credit derivatives are
reflected inthe Principdd tramsactions lire on the Consolidated Staternent
of Tncome.
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At Decemnber 31, 2011 and December 31, 2010, $41.5 billion and
$49.0 billion, respectively, of credit risk exposums wer economically
hedged. Gitigroups expected loss model used inthe calculation of its loan
loss resarve does not include the favorable impact of credit derivatives
and other rnitigants that ar marked to market. In addition, the reported
arnounts of direct outstandings and unfunded commitruents abowe do
not reflect the impact of these hedging transactions. At Decernber 31,

2011 and December 31, 2010, the credit protection was economically
hedging underlying credit exposure with the following sk rating
distribution, respectively:
Rating of Hedged Exposure

December 31, Decsmber 31,

2011 2010
RAMAR/A 41% 53%
BBB 5 32
BBSB 13 A
CCC or below 1 4
Total 100% 100%
. L
At Decernber 31, 2011 and Decernber 31, 2010, the credit protection

was economically hedging underlying credit exposures with the following
industry distribution:

Industry of Hedged Exposure

Decembar 81, December 31,
2011 2010
Petroleum, energy, chemical and matal 2% 24%
Transportation and industrial »n 19
Consumer retall and health 15 19
Public sactor 12 13
Techn ology, media and talecom 12 10
Banks/broker-dealers 10 7
Insurance and special purpose vehicles 5 4
Other industrigs ® 2 4
Totai 100% 100%

) Incindes aliother Industres, none of which & reater than 2% of the totat hedged amount
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EXPOSURE TO COMMERCIAL REAL ESTATE

106 and the §4P, through their businiess activities and ascapital markets
patticipants, incur exposures that are dirctly or indiractly tied to the
commerial real estale (CRE) market, and sach of ZCZ and GCB hold loans
that ate collateralized by CRE. These exposures are epresented primarily by
the following three categories:

(1) Assets beld @ fatr vabue included approximately $5 S billion at
Decernber 31, 2011, of which approximately $4 0 billion a1 securities,
loars and other items linked to CRE that are carded at fair value as
Trading aocount assels, approximately $1.1 billion are securities backed
by CRE carried at fair value as available-forsale (AFS) investments,
and approximately $0.4 billion ase otherexposures classified as Other
assets, Changes in fair value for these trading account assets are mported
in current earnings, while for AFS investments change in fair value am
repotted inAcoumesdated other comprebensive income with credit-related
otherthan-temporary impaignents repored in current earnings.

The majority of these exposues are clasified as Level 3 in the fair value
hierarchy. Over the last several years, weakened activity in the trading
markets for some of these instruments esulted in reduced liquidity, thesby
dacreasing the observable inputs for such valuations, and could continue to
have an advesse impact on how these instrurnents are valued in the future.
See Note 25 to the Consolidated Financial Statements,

(2) Assels held at amortized cost include approximately $1.2 billion
of securities classified as held-to-maturity (HTM} and approximately
$26.2 bitlion of foans and commitrents each as of December 31, 2011.
HT Msecurities are sccounted for at amortized cost, subject to an otherthan-
ternporary impaimnent evaluation. Loans and commitments are recorded at
amortized cost, The impact of changes in credit &5 mflected in the calculation
of the allowance for loan losses and in net credit losses.

(3) Bquity and other investrents include approximately $3.6 billion of
equity and other investrnents (such as limited partner fund investruents) at
Decernber 31, 2011 that are accounted for underthe equity method, which
recognizes gains of losses based on the investor’s share of the net income
(loss} of the investee.

The following table provides a summary of Citigroup's global CRE funded
and unfunded exposures at December 31, 2011 and 3010

December 31,  December 21,
In bilions of doliars 2011 2010
Institutional Clients Group
CRE exposures caried at falr valus
{inciuding AFS securties) $ 48 § 44
Loans and unfunded commitrments 189 17.%
HTM securitles 12 1.5
Equity method investments 3.4 35
Totst /IGO $29.1 $26.9
Spocial Asset Pool
CRE exposuras camied at falr valus
{including AFS secunities) $ 04 $ 08
Loans and unfundsd commitments 24 51
HTM secudties — 01
Equity method investments 0.2 0.2
Total SAP $ 30 $ 6.2
Global Consumer Banking
Loans and unfunded commitments $ 29 § 2.7
Local Consumer Lending
Loang and unfundad commitments $10 $ 40
Brokerage and Asset Managament
CRE exposures carrled at fair value $05 $ 05
Total Citigroup $385 $40.3

The ahowe table represents the vast majority of Citi's direct exposure to
CRE. There may be other transactions that hawe indirect exposures to CRE
that ag not reflected inthis table,
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MARKET RISK
Market risk losses arise from fluctuations in the market value of trading
and nomr-trading positions, including the changes in value resulting from
fluctuations in cates, Market risk encompasses liquidity risk and price risk,
both of which arise in the nomal course of business of a global financial
intermediary. Por a discussion of funding and liquidity risk, see "Capital
Resources and Liquidity~—Funding and Liquidity" above, Price risk is the
earnings risk from changes in interest rates, foeign exchange rates, equity
and commodity prices, and in their implied wlatilities. Price risk atises in
nortrading portfolios, as well as in trading portfolios

Market risks are measured in accordance with established standards
t0 ensure consistency across businesses and the ability to aggregate risk.
Bach business is required to establish, with approval from Citi's market risk
managernent, a mackst tisk limit framework for identified risk factors that
clearly defines approved risk profiles and is within the parametess of Citi's
overall risk tolerance, These limils are monitored by independent market
risk, country and business Asset and Liability Commitiees and the Global
Finance and Asset and Liability Committes. I all cases, the businesses are
ultimately responsible for the matket risks taken and for remaining within
their defined limits.

Price Risk—Non-Trading Portfolios

Net tntevest revenyie and interest vaie rick

One of Citi's primary busiress functiors is providing financial products

that meet the needs of its customers. Loans and deposits are tailored to the
custormers' mquirements with rgand to tenor, index (if applicable) and rate
type. Net interest revenue (NIR), for interest rate exposure (IRE) purposes,

is the difference between the vield earned on the non-trading portfolio assefs
(including custorner loans) and the rate paid on the liabilities (including
custorner deposits or cornpany borrowings). NIR is affected by changes inthe
lewel of interest rates. For exarnple:

* A any given time, there may be an unequal amourt of assets and
liabilities that are subject to market rates due to maturation or repricing,
Whenever the amount of liabilities subject to repricing exceeds the
amourd of assets subject to repricing, a corapany is considered "Hability
snsitive.* Inthis case, 2 company's NIR will deteriorate in 2 rising
mate environment.

+ The assets and liabilities of 4 company may reprice at different speeds or
matum at different times, subjecting beth "ligbilty-sensitive” and "asset-
sensitive” companies to NIR sensitivity from changing irterest rates For
example, 2 company may haw a large amount of leans that am subject
to repricing in the current period, but the majority of deposits are not
scheduled for repricing until the following period. That company would
suffer from NIR deterioration i interest rates were to fall.

NIE in any patticular period is the esult of customer transactions and
the mlated contractuaf rates oginated in prior periods as vwell as new
transactions in the curmnt period; those prior-period transactions will be
impacted by changes in rates on floating-rate assets and liabilities in the
cugrent period.
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Due to the long-tetrn natue of portfolios, NIR will vaty from quarterto
quartereven assuming no change in the shape or level of the yield curwe
33 aswts and liabilities repdce. These repricings ase a function of implied
forward interest rates, which represent the overall market's estimate of future
interest rates and incorporate possible changes in the Pederal Funds rate as
well asthe shape of the vield curve.

Interest Rate Risk Measurement

Citi’s principal measum of risk to NIR is interest rate exposure (IRE). IRE
measures the change in expected NIR ineach cumency resulting solely from
unanticipated changes in forward interest rates. Factors such as changes

in volurnes, credit spreads, margins and the impact of prior-period pricing
deciions are not captured by IRE. IRE also assurnes that businesses make no
additional changes in pricing or balances in response to the unanticipated
rate changes.

Forexample, f the curent 90-day LIBOR rate is 3% and the one-year
forward rate (ie., the estimated 90-day LIBOR rate in one year) is 5%, the
+100 bys I RE scenario measures the impact on the companySNIR of 2
100 bps instantaneous change in the 90-day LIBOR to 6% in one vear.

The impact of changing prepayment rates on loan portfolios is
incorporated into the resulls, For example, in the declining interest rate
scenarios, it & assurned that modtgage portfolios prepay faster and income is
reduced. In addition, in a rising interest te scenario, portions of the deposit
porifolio are assumed to experience rate increases that may be less than the
change inmarket interest rates.

Maggation and Hedgig of Resk

In order to manage changes in interest rates effectively, Citi may modify
pricing on newcustomer Joans and deposits, enter into fransactions with
other institutions or enter into off-balance-sheet derivative transactions that
hawe the opposite risk exposures. Citi segulary assesses the viability of thes
and other steategies to reduce ifs interest rate risks and implements such
strategies when it beliewes those actions am prudert,

Citigroup employs additional measurernents, including: stess testing the
impact of non-linear interest rate movernents on the walue of the balance
sheet; the analysis of pottfolio duration and wlatility, patticularly as they
relate to mortigage loars and mortgage-backed sscurities; and the potential
impact of the change in the spread between different market indices.
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Non-Trading Portfolios—IRE

The exposures in the following table represent the approximate annualized
riskto NIR assuming an umanticipated paraliel instantaneous 100 bps
change, as well as 3 more gradual 100 bps (25 bps per quarter) paralle]
change in interest rates compared with the market forward interest rates in
selected currencies.

December 31, 2011 December 31,2010
In miilons of colers Incraase  Decrease increass Dacraase
U.S. doitar O
Instantaneons change $ o7 M $(105) NM
Gradual change 110 NM 25 NM
Mexican peso
Instantaneous change $ 87 $(87) §181 $(181)
Gradual change 54 54) 107 (107}
Eure
Instantaneous change $ 68 NM $ 110 N
Gradual change 35 NM 8) N
Japanese yen
Instantanaous change $105 NM § 93 N
Gradual change 81 NM §2 NM
Pound sterling
Instantanaous change $3 NM § 33 NM
Gradual change 24 NM 21 N

) Certam trading-toented busisesses within Chi hawe accrual-accounted positions that ae excluded
1om e table The U S, dollar [FHE associsted with tise tusinesses was 381 miilon 101 4 100 bask
ointinstentaneoss iCraase 1 inlrest t06 96 of December 31, 2011

NN Not meaningfyl. & 100 hasis noint decmass i intemst rales woult imply egative rates 11 the
yBil cune.

The changes inthe U S, dollar IRE year ower year eflected revised
modeling of mortgages and the impact of lovier rates, asset saks, swapping
activities and repositioning of the liquidity portfolic.

The following table shows the risk to NIR from six different changes inthe
implied-forward rates. Each scenario assumes that the rate change will cecur
on a gradual basis every three months over the course of one year

Scenario 1 Scenario 2 Scengrio 3 Scenariod Scanario®  Scenaro
Overnight rate changs (bps) — 100 200 200} {100) —_
10-yearrate change {ps) (100} — 100 {100} — 100
Impact to net Interest revenue (i miflions of dolars) $(380) $163 $247 NM NM $ 27
96
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Price Risk-Trading Portfolios All trading positions are roarked to market, with the result reflected in
Price risk in Giti’s trading portfolios is monitored using a series of reasures, earnings. {n 2011, negative trading-related revenue {net losses) was teconded
including but not limited to: for54 of 260 trading days. Of the 54 days on which negative revenue (net
o Valoe at ik (VAR) losses) was recorded, 1 day was greater than $130 million.

The following higtogram of total daily trading reveriue (loss) captures
¢ Stresstesting trading wolatility and shows the number of days in which C2i’ VAR trading-
o Factorsensitivities melated revenues fell within patticular ranges. A substantial pottion of the
volatility relating to Citi's total daily trading revente VAR is driven by changes

Bach trading portfolio across Citi's business segments (Citicorp, Citi in CYA on Citi's detivative assefs, netof CVA hedges

Holdings and Corporate/Other) has its own market dsk limit framework
encompassing these measures and other controls, including permitted
product lists and 4 new product approval process for cornp lex products.

Histogram of Daily-Total-Trading Revenue®-Twelve Months Ended December 31, 2011 (in miltions of doliars)
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orticio, MRS, ek ; ¢i) proprietary tradig activities in cash and durivative Tmnsactions; 04 net inemst revenus, and (4 CVA atjestments incurred due 1 chaeges in the credi quality of counterparties as well as any
ssanciated hedges 1o that @

Principally rebied to vading revesus i ACGon the day ofihe U.S. govemment rathg downgrade by S&P (august 201 1.

Principally rodater 10 Yading revenio 1 ICG and CYA betigas on the tay of the tsunami in apan March 2011)
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Value at Risk

Value at nisk (VAR) estimates, at 4 99% confidence lewel, the potential decline
in the value of a pusition or a portfolio under nomnal market conditions.
VAR statistics can be materially different across firms due to differences in
porffolic corposition, differences in VAR methodologies, and differences in
mode| parameters. Giti believes VAR statistics can be used mor effectiwely as
indicators of trends in risk taking within a fim, rather than as a basis for
inferring differences in risk taking actoss firms.

Giti uses Monte Carlo simulation, which it belieses is conservatively
calibrated to incorporate the greater of short-terms (most racent month) and
long-temn (three years) mardet volatility. The Monte Carlo simulation involves
approximately 300,000 market factors, making wse of 180,000 time sedes, with
market factors updated daily and mode! parameters updated weekly.

The conservatiwe features of the YR calibration contribute appoximately
20% add-on to what would be a VAR estimated under the assumption of
stable and pedfectly nomnally distributed markets. Under nonmal and stable
market conditions, Giti would thus expect the number of days wher trading
losses exceed ifs VAR to be less than two or three exceptions per year. Periods
of urstable market conditions could increase the number of these exeeptions
During the last four quatters, there was one back-testing exception where
trading losses exoeeded the VAR estimate at the Citigroup lewe] (back-testing
s the prooess in which the daily VAR of a portfolio is compared to the actual
daily change in the market value of transactions). This occurred on August 8,
2011, afterthe U1.S. government rating was downgraded by S&P

‘The table below summarizes WR for Citi-wide trading portfolios at
and during 2011 and 2010, including quartery averages. Historically,

Citi included only the hedges associated with the CVA of is derivative
transactions in its YR calculations and disclosures (these hedges were,

and continue to be, included within the relevant risk type (e.g, intemst

rate, foreign exchange, equity, etc.)). However, Citi now includes both

the hedges associated with the CVA of ifs derivatiwes and theCW on the
derivative counterpatty exposure {included inthe line “Incremental mpact
of Derivative CA"). The inclusion of the CYA on derivative counterparty
exposure reduces Giti's total trading AR, Giti believes this cakulation and
presentation mflect 2 more complete and accurate view of ifs mark-to-market
risk profile as it incorporates both the C¥ underlying derivative transactions
and related hedges.

For comparison purposes, Giti has included in the table below (i) total
VAR, the specific risk-only component of MR and the isolated peneral market
factor VAR, each as reported praviously (e, including only hedges associated
with the CW of its derivatives counterparty exposures), (ii) the incremental
impact of adding in the derivative counterparty GVA, and (iii) the total
trading and CVA VAR,

4 st forth in the table below, Citi’s total trading and CVA VAR was
$183 million at Decernber 31, 2011 and $186 million at December 31, 2010.
Daily total trading and CVAAR sveraged $189 million in 2011 and ranged
from $135 million to $255 million (prior period information i not available
forcomparability purposes}. The change intotal trading and CVA YAR year
over year was driven by a reduction in Giti's trading exposures across $65,
paticularly in the latter part of the year, offset by an incease in market
volatility and an increase in CVAexposures and associated hedges.

Dec. 31, 2011 Dec. 31, 2010
in mitlionz of dbllars 2011 Average 2010 Average
Interest rate $ 250 $24%6 $ 235 3234
Forsign exchange 1 1] 52 61
Equity 3B 48 56 59
Commodity 16 22 19 23
Covariance adustment {118) (182) {171) (172)
Totat Trading VAR—

afl market risk factors,

including general

and specific risk

{excluding derivativa GVA) $ 235 $213 § 191 $ 205
Spacific risk-only

Component @ $ 14 $ 22 § 8 3 18
Total—general

market factors only $2 $ 161 § 183 $ 187
ingremental impact of

Dartvativa CVA $ (52) $ (29 § NAA
Totat Trading and

CVA VAR $ 183 $189 § 186 N

) Covariance adjusiment @iso lnows aSdversicaion benoti aguak the difleience between the
fetal VAR andd the sum of the VARS ter 1 cach Rdivitual risk type. The Denefi etiacts the fact 1t
the risks within sach and acnss risk tymes are not perfactly corelated and, consaguantly, the Iotat
VAR 0 2 giien day will e iower than the sum of the VARE miating ¥ sach indhidual risk e
The determinginn of the prm ary dihes of changes 1 the covasance adiusiment & made by an
examination o1 the im pact of hoth mede! parameter and position changes

@ The specific risk-only com pnent represents the level of equly snd fixed income Bsuer-specific 1k
embedded in VAR :

WA Notavadabie
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The table below provides the range of market factor WRs, inchsiw of
specific risk, that was experienced during 2011 and 2010.

2011 2010
In mitions of dollars Low High Low High
Intarest rate $187 8§32 1 §315
Forgign exchange 348 106 3 98
Equtty .. 8 3 111
Commodity 14 36 15 39

The following table provides the VAR for S6.8 during 2011 excluding the
CVA relating to derivative counterparties C¥ and hedges of C¥A

In mitlons of dbllrs Dec. 31,2011
Totat—all market risk

tactors, including

general and specific risk $144
Hverage-—diring year $153
High—during year 205
Low-—during year 104

Stress Tegting

Stress testing is performed on trading portfolios on a regular basis to estimate
the impact of extreme market movernents. It is perfommed on both individual
trading podfolios and on aggregations of portfolics and businesses
Independent market risk management, in conjunction with the businesses,
dewelops both systernic and specific stess scenarios, reviews the eutput of
periodic stress-lesting exercises, and uses the information to make judgments
15 to the ongoing appropriateness of exposure fevels and limits,

Pactor Sensitivitios

Factor sensitivities are expressed as the change in the value of a position for
4 defined change in 2 market risk factor, such as a change inthe value of 2
Treasury bill for 2 one-basis-point change in interest rates. Giti's independent
market risk management ensures that factor sensitivities are cakulated,
monitoted, and in most cases, limited, for all relevant dsks takenina
trading portfolio,
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INTEREST REVENUE/EXPENSE AND YIELDS

Average Rates—Interest Revenue, interest Expense and Net Interest Margin

—- Interest Revenus-Average Rats
—a ntarest Expense-Average Rate
—— Nt Interest Margin

700%
6.00%
5 4% o Interast Ravenus-Averags Rate
5.00% 461% SN T
422% 43%  axe 4% 4.23% 426%
A00% Mot Intorest Margin - h v * I
$%  amm 332% 115% W06%
T e e (L LR, L LI
218% 4% 4% Intarest Expanse-Avasags Rate
2.00% W‘% 161% 62 1.60% 162% 183% 1.62% 155%
- -
1.00%
1008 2009 3008 4a09 1Qio 2010 8Q10 4010 1011 2011 a1 4011
Change Change
in mifions of oliars 2011 2010 2009 2011 vs. 2010 2010 s, 2009
Interest revenus $ 73,20¢ § 79,801 § 77068 8)% 4%
Intarast expense 24,229 25,098 27,881 (3) {10)
Net intarast revenus A9 $ 48912 4§ 54705 § 49,188 {10)% 1%
interest revenus-—average rate 427% 4.55% 4.78% {28) bps (23) bps
Interest sxpense-—avsrage rate 168 1.61 1.93 2hps (32)bps
Net interast margin 2.9 312 3.05 QG} bos 7 bps
Interest-rate benchmarks
Faderal Funds rate—sand of pariod 000-0.28%  0.00-0.25%  0.00-0.26% — —
Federal Funds rate—average rate 0.00-0.25 0.00-0.25 0.00-0.25 — —
Two-year US. Treasury note—average rate 0.48% 0.70% 0.96% {25) bps {26} bps
10-year .5, Treasury nole—average rate 2.78 3.21 3.26 {48) bps 5)bps
10-year vs, two-year spraad 238 bps 251 bps 230 bps

19 Nat intarast rovarsug includes the taxabis squiabnt adiistments Gase on the U S federalstetuinny ta i of 36%) of 3526 milkon, 3519 milkon, and 3632 mikton for 2011, 2010, and 2009, respectiedy.
@ Brlwdes expensas asockied wilh cetan hybrid inancial RSUments. Thess obIGaIDNS are Classifid & Long-frm debf and 2000UNEd 11 & 1aF Valee WRh changes fearied i Ao Fansactions,
3 The horase in the net inerest ievenss from the Durth quarter of 2000 b the first quarierof 2010 was primardy driven by the logtion of SFAS 166/167 on January 1, 240 See Note 1% the Consolidaled Finaechl

Statements for fyhet information

4s described under "Market Risk" abowe, 4 significant pottion of Citi's
business activities are based upon gathering deposits and bomowing money
and then lending or investing those funds, of paticipating in market-
making activities in tradable securities. Giti's net interest margin (NIM) is
calculated by dividing gross inferest revenue less gross interest expense by
average interest eaming assets.

Puring 2011, Citi's NIM declined as compared to the prior year, decreasing
by approximately 26 basis poinfs, primarily driven by the continued run-off
andsales of higheryielding assets in Citi Holdings and lower investment
vields driven by the continued low interest rate environment, partially offset
by the growth of lowesyielding loans in Giticorp and lower borrowing costs
{e.g., substituting matuting long-term debt with deposits as a funding
source). Absent any significant changes or events (e g, a significant portfolio
sale in Citi Holdings), Citi expects NIM will likely continue to reflect the
pressume of a low interest rate environment, but should generally stabilize
around end-of-year 2011 levels,
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AVERAGE BALANCES AND INTEREST RATES-ASSETS M2xaxs
Taxable Equivalent Basis

Averags volume interest revenue % Average rale

In ritlions of coliars 2011 2010 2009 2011 2010 2008 2011 2010 2009
Asseis
Deposis with banks © $ 160,688 § 166,120 § 196841 & 1,750 § 1,252 $ 1478 1.08% 0.75% 0.7%%
Fedaral tunds sold and securities bosrowed or

purchased under agresments to reseli ®
In U.8. offices $ 153,154 ¢$ 162798 4 138579 $ 1487 § 1774 $1975 O@4% 1.00% 143%
In offices outside the 1.5, ® 116,881 86,926 63,908 2,144 1,382 1,108 B4 159 174
Total $ 274885 § 240,725 § 202488 & 8881 § 3156 § 3084 1.32% 126% 152%
Trading account asseta @ ®
InU.S, offices $ 122284 § 128443 § 140233 & 4270 § 4352 § 6975  8.49% 339% 4.97%
In offices outside the US. ® 147,417 161,717 126,308 4033 3819 3879 2714 252 307
Total $ 268851 § 280060 § 266542 6 8303 § 8171 §10854 3.08% 292% 4.07%
Investments
It U.S. offices

Taxable $ 170198 § 169,218 § 124404 § 3318 § 4806 § 6208 1.06% 284% 4.39%

Exempt from U.S, income tax 13,502 14,876 16,488 @2 918 1110 878 817 673
Iy offices outside the US. ® 122,298 136,713 118,988 4478 5678 6047 366 415 508
Total $ 308,088 § 320807 § 259881 § 8M8 $11402 $13365 2.86% 355% 514%
Loans {net of uneamed income)
In U.S. offices $ 298056 § 430,685 § 378937 $2@NY $34773 $24748 TB8% BOT% 6.53%
In officas outside the US. ® 274,085 256,168 267,683 2480 20312 22786 1718 796 850
Total $ 843081 4§ 685853 § 646620 $50,281 §55085 447514 7.81% 8.03% 7.35%
Other interest-sarning assets $ 40487 4§ 5093 § 49707 & 518 § 735 § 774 1.04% 144% 1.56%
Total interagl-aarning assets $1,713,418 $1,753801 $1.612079 $78201 §79801 §77,069 427% 455% 4.78%
Non-interest-garning assets @ 238,550 225,271 264,165
Total assats from discontinuad operations 868 18,989 15,137
Total assets s1|952|636 31,997,861 §1891,381

) Nt inboras! revers incliddes 1he tosble cjukalont aistmants esad on the U.S. tateraisiatuiony tax mie of %) of 3526 mikon, $519 mikon, atd 3592 milion for 2011, 2010, and 2009, respectiely.

2 erast mios M amounts incide the etbels of ek management activities assocutsa with the Bspoctve assot and labity caegoris.

3 Montviy of quarirly vorages have heen wsed by certain subsidtiares whar dally averages are unavalabio

@ Dotalod avorags YOlume, ¥iarest rvanig & tarest sxpensesxciude IXscontinued opsrations. Sea Note 31 the Consolidaled Fnanc il Slalemants

& Merage mies mtict pravaiing Deal interest rates, inchid ing infistionary eflects and manetaty corections i cerial counries

@ Aversge voilumesof securitios bonowed o purhased under agSements 10 resell & reporiad net pursuant to AN 41 ST 210-20-45). Howewar, fitdrest ravanus exclides the mpactorl FIN 41 ASC 210-20-45)

@ The tar vaiue cairying amounts of derwative contmcts are raroried It NDa-ffavast-eaming assals avd Oer non-Biarest-beaing tabdgies.

B hierst axpenss on Radhg account datamesof 106 5 eporad s & leduction of nerast revenye intereat revenue and inerest expense on cash cotliaral poskions ase reported i interest on Nading socoumt 2ssafs
ax) Trackng account BeOEeS, seciiey

3 hehoes cash-Lask bang
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ANALYSIS OF CHANGES IN INTEREST EXPENSE AND NET INTEREST REVENUE tx2x»

2011 vs, 2010 2010 vs, 2009
Increase (decrease) Increase (decrease)
due to changs in: dus to change in:
Average  Average Net Average  Averags Net
in mitonis of doliars yolume rate  change yolume rate change
Deposits
InUS. offlces $ (129 & 11 & (119 $ 27 $n612) $01,585)
In offices outside the US. 1 18 282 298 540 {730) {190}
Total $ (108) § 203 § 18 § 567 ${2.342) $(1,77%)
Federal funds purchased and securities loaned
or sold under agreements to repurchase
In LS, offices $ (22 $ t $ (21 $ 00 8 gz § q9h
In offices outside the U.S.©@ 259 151 416 486 920} @343
Total $ 287 § 152 § 3@ § 418 §(,041) § (625
Trading account liabiiities ®
in U.3. offices $ 9 & (26 $ (in $ 10§ @y § 6
In offices cutside the LS. @ 14 82 48 12 17 28
Total ¢ 223 & 8 & 28 § 122 § (323 § %
Short-term borrowings
In U.S. offices $ (185) & (390) $ (535) § (G2 % (44 § B8
in offices cutside the U.S, ™ 28 242 268 23 {155) {132)
Total $ {(119) & {148) § (26D $ {9 § 49y § Bos)
Long-term deht
In U.S. offlces $1470) & 410 $(1,080) $1,840  $01,5%0) ¢ 250
In offices outside the U.S. @ (168) 25 {143) {269) 52 217)
Tokal §1638) § 435  §(1,203) $1.571 80,538 ¢ 33
Total Interest expense $(1605) $ 738 ¢ (s81) $2667  $6,450 312785
M_in_tﬁt Tevenus Wﬁﬂ 33353 ¢ 2164 85617

(0 The taxabie equisien! aiustment is tased on the U5 tderal staubry 1ax 1o of 35% and 5 Ichuded in this preseatation

(3 RaeAolme variance B alocated hased on the percentage reltionship of changes Involdme and changes in rafe © the Bial net chamge

3 Detaiod aersgo wolume, inkest rvenue and Inerest exponse exclune dkoontinued operations. Soe Nok 3 18 the Consoliatad Raancid Stakements.

@ Changes in average mies fiact changes in prevading locsl ierast rates, inclisding infiatnary eflects snd monatary cormetings in corain countres.

& inwrestexpense on Radng sconmt Esbites of 106G repors as & meduction of Misms! ravanug. INBBST rwNUe and iMerest expanse on cagh oollakeral positions am repofed ® intereston Tadng account assels
and Tading gccount fabifss, raspactivey
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OPERATIONAL RISK

Operational risk is the risk of loss msulting from inadequate or failed intemal
processes, systerns or hurman factors, of from external events, It includes the
reputation and franchise risk associated with business practices or market
cenduct in which Citi & involved. Operational risk i inherent in Citigroup's
global business activities and, as with other risk types, is managed through
an overall framework designed to balance strong corporate oversight with
viel}-defined independent risk management, This framework includes:

* meognized ownership of the risk by the businesses;
* oversight by Citi's independent risk management; and
¢ independent review by Citi's Audit and Risk Review (ARR).

The goal isto keep operational sk at appropriate kel mlatiw to the
characteristics of Citigroup's businesses, the markets in which i operates, its
capital and liquidity, and the competitive, economic and mgulatory environment
Notwithstanding these controls, Sitigroup incuss operational losses.

Framework
To moniter, mitigate and control operational risk, Citigroup maintains
a system of comprehiensive policies and has established a consigtent
frarmework for assessing and communicating operational risk and the
overall effectiveness of the internal control environment across Citigroup.
An Operationa] Risk Council provides oversight for operational risk across
Gitigroup. The Council's membership includes senior membess of the
Ghief Risk Officer's organization cowring multiple dimensions of risk
management, with representatives of the Business and Regional Cheef Risk
Officers' organizations and the business management group (see "Managing
Global Risk—Risk Management—Owemview” abowe). The Council's focus
is on identificatio n and mitigation of operationat risk and related incidents,
The Gouncil works with the business segments and the control functions
with the objective of ensuring a transparent, consisient and comprehensive
framework for managing operational risk globally.

Each major business segment must implernent an operational risk
process consistent with the requirerents of this framework. The process for
operational risk management includes the following steps;

*

identify and assess key operationa! risks;

establish key risk indicators;

produce a comprehersive operational risk report; and

prioritize and sssure adequate resources o actively irprowe the
operational riskenvironment and mitigate emerging risks,

The operational risk standards facilitate the effective communication
and mitigation of operational risk both within and across businesses. As
newproducts and business activities ate developed, processes are designed,
modified or seurced through altemative means and operational risks are
comsidered. Bnterprise risk management, a newldy formed organization
within Citis independent risk management, proactively assists the businesses,
operations and technology and the other independent control groups in
enhancing the effectiveness of controls and managing operational risks
across products, business lines and mgions

L]

*

*
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Information about the businesses’ operational risk, historica! losses and
the controlenvironment is reported by each major business segment and
functional area, and i summarized and reported to senior management
as well asthe Risk Management and Finanos Committee of Citi's Board of
Directors and the full Board of Dimctors,

Measurement and Basel ||

To support advanced capital modeling and management, the businesses

are required to capture relevant operational dsk capital information. A risk
capital model for eperational risk has been dewloped and implemented
actoss the raajor business sepments as 4 step toward madiness for Basel 11
capital calculations. The rskcapital calculation is designed to qualify as an
“Advarced Measuremnent Approach” under Basel I, It uses a combination
of internal and external los data to support statistical modeling of capital
requimment estimates, which ats then adjusted to reflect qualitatiwe data
regarding the operational risk and control environment.

Information Security and Continuity of Business
Infommation security and the protection of confidential and sersitive customer
data am 2 priority for Citigroup. Giti has implemertted an [nformation Security
Program in accordance with the Gramm-Leach-Bliley At and regulatory
guidance. The Information Security Program is reviewed and enhanced
periodically to addmss emerging threats tocustomers' information.

The Comporate Office of Business Continuity, with the support of senior
management, comtinues to coondinate global preparedness and mitigate
businesscontinuity risks by reviewing and testing recovery procedures.
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COUNTRY AND CROSS-BORDER RISK

Country Risk

Country risk is the risk that anevent in a courtry (precipitated by
developments within ot extemnal to a country} will impair the value of Citi's
franchise ot will adversely affect the ability of obligos within that country
to honor their obligations to Citi. Gountry risk events may include sovereign
defaults, banking defaults or crises, currency crises and/or political events.
See also "Risk Factors—Market and Economic Risks" above.

The information below is based on Citi's internal risk management
measures. The country designation in Giti's risk management systerns is
based on the country to which the client relationship, taken as 3 whole, &
most ditectly exposed to economic, financial, seciopolitical or legal risks.
This includes exposuze to subsidiaries within the client rlationship that are
domiciled outside of the countty.

GIIPS and France

Giti assesses the nisk of loss associated with certain of the country
exposures on a regular basis. These analyses take into consideration

alternatiw scenarios that may unfold, as well as specific characteristics of
Giti’s portfolio, such as transaction structure and collateral. Citi currently
betieves that the risk of loss associated with the exposures set forth below is
likely materially lower than the exposure amounts disclosed below and is
sized appropriately relative to its franchise in these countries. For additional
infomation relating to Citi's risk ma nagement practices, we “Managing

Global Risk™” abowe,

The sovereign entities of all the countries disclosed below, as well as the
financial institutions and corporations domiciled in these countries, are
impotant clients in the global Citi franchise. Citi fully expects to maintain its
presence in these markets to service all of its global customers, As such, Citis
exposure in these countries may vary over time, based upon its franchise,
client needs and transaction structures,

Several Buropean countries, including Greere, [reland, ltaly, Portugal, Spain and France, hawe been the subject of credit deterioration due to weaknesses in their

economic and fiscal situations. Given investor intewst in this ares, the table below sts forth Citi's exposures to these countries as of December 41, 2011

In bitions of U.S. doliars GHPS™  Greece irefand Italy  Portugal Spain France
Funded toans, before reserves $ 04 $1.1 $03 §1¢ $04 $67 $ 47
Derivative counterpanty mark-to-markef, inclusive of CYA % 10.8 08 0.8 7.3 0.8 20 7.0
Gross funded cradt exposura $20.2 $17 $09 $92 $07 $77 $117

Less: margin and coflateral ® {42) {0.2) 0.4) 1.2) 0.1} 2.3) 5.3)

Lass: purchased credit protaction 4 {9.6) {0.1) {0.1) 8.7) {0.2) {2.5) 5.1
Net current funded credit sxposure $64 $14 $04 $13 $04 $29 $13
Net rading exposure $ 11 $0.1 $02 §$02 § - $06 $ 03
AFS exposurs 0.2 — — 0.2 — o 0.8
Net trading and AFS exposure $ 13 $0.1 $02 $04 $ — $06 $ 06
Net current funded exposure $77 $15 $08 §$17 $04 $35 $ 18

Additional collateral receivedl not reduc;h\a amounts above

Net current funded credit exposure detail:

S(4.3I $(1.2} S‘E.ZI ${0.4) $ — $(25) $j48)

Sovareigns $ 07 $01 $ — $04 $02 $ — $ —

Finaneial institutions 18 - e 0.1 — 15 19

Corporations 4.1 1.8 0.4 0.8 02 14 0.6)
Net current funded credit expasure $ 64 $14 $04 $13 $ 04 $28 $ 13
Unfunded commitments:

Sovareigns $03 § — $ — & — § — $048 $08

Financial institutions 03 — o 0.1 — 0.2 34

Corporations 87 04 $ 05 8.1 0.8 24 119
Total unfunded commitmenis $ 13 $ 04 $ 05 __$32 $ 0.3 $29 $16.1

ot mformation based on OIS elmal HEK managemen! measums,
(fh Grecs, inland, Raly, Portugal snd Spain

@ Includes the net cradd exposure aisibg from secumed financiag transactine, such as Bpurchaee ZJreements A Bvarse rpUChas agmaments. See “Secured Financing Tiansactons " iebw
3 Magin nosted under bgally enforeesble margin sreements snd cofistarl pidped uader bankruptcy-Bmate structumes. Doss not nckxde colslerl recaived on secured tRaRcIng taRsECTONS
@ CQudil protection purchased 1o financial instkutoNs predomingely outste of GIPS and France. See *Cradit Dafault Swaps™ telow
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GIIPS

Gross funded credit expasure to the sovemign entities of Greece, Ireland,
ltaly, Portugal and Spain (GIIPS}, as well asfinancial institutions and
raultinational and local comporations designated in these countries under
Giti'’s risk management systems, was $20.2 billion at December31, 2011. The
$20.2 billion of gross credit exposure was made up of $9.4 billion in funded
loars, before reserves, and $10.8 billion in derivative counterparty mark-to-
market exposum, irclusiwe of credit valuation adjustments. The darivative
counterparty mark-to-martket exposure includes the net credit exposure
arising from secued financing transactions, such as mpurchas and rewrss
repurchase agresments. See "Secured Financing Transactions” below,

4 of December31, 2011, Citi's net current funded exposur to the GIPS
sovemigrs, financial institutions and corporations was $7.7 billion. Included
in the $7.7 billion net curtent funded exposure was $1.3 hillion of net trading
and availableforsale securities exposure, and $6.4 billion of net curent
funded creditexposuse. Bach componernt is described below in more detail.

Net Trading and ARS Exposure - $1.3 billion

Included in the net current funded exposure at Decernber 31, 2011 was

a et position of $1.3 billion in securities and derivatives with the G1IPS
soveeigns, financial institutions and cotporations as the issuer or reference
entity, which ate held in Citi's trading and ARS portfolios. These pottfolios are
marked to mathet daily and, as previously disclosed, Citi's trading exposure
levels vary as it maintains inventory consistent with customer needs.

Net Current Funded Credit Beposure- $6.4 billion

#s of Decernber 31, 2011, the ret current funded credit axposure to the
GHIPS sovereigns, financial ingtitutions and compomtions was $6 4 billion.
Exposures were $0.7 billion to sovereigns, $1.6 billion tofinancial
institutions and $4 1 billion to corpotations.

Consigtent with Citi's internal sk management measures and as set forth
in the table abowe, net current funded credit exposure has been mduced by
$4.2 billion of margin posted under legally enforceable margin agreements
and collateral pledged under bankruptcy-remote structures. At Decernber 31,
2011, the majority of this margin and collateral was in the form of cash, with
the emainder in predominantly non-GIIPS, non-French securities, which
are included at fairwlue.

Net current funded credit expesurs ako reflects 2 reduction for $9.6 billion
in putchased credit protection, predominantly from financial institutions
outside the GIIPS and France. Such protection generally pays out only
upon the occurence of certain credit events with respect to the country or
botrower covered by the protection, as determined by a committee cormposed
of dealers and other market participants. In addition to counterparty credit
risks (see “Credit Default Swaps” below), the credit protection may net fully
cover all situations that may advesely affect the value of Citi'sexposure
and, accordingly, Giti could still experience losses despite the existence of the
credit protection.
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Unfunded Commaments— §7.3 biliion

4s of Decernber 31, 2011, Giti also had $7.3 billion of unfunded
commitments to the GlIPS sovereigns, financial institutions and
cotporations, with $6.7 billion of this amount to corporations, Thes
urfunded lines generally havwe standaxd conditions that must be met befor
they can be drawn.

Cther Activntics

Like other banks, Citi also provides settlement and clearing facilities for

a variety of clients in these countries and actively monitors and manages
these intra-day exposures, In additiors, at December 31, 2011, Giti had
approximately $7.4 billion of locally funded exposure in the GIIPS, generally
to etail customers and small businesses as patt of its local lending activities.
The vast majosty of this exposure & in Giti Holdings (Spain and Greecs).

France

Gross funded credit exposure to the French sovereign, financial institutions
and corporations was $11.7 billion at Decemnber 31, 2011. The $11.7 billion
of gross credit exposu was made up of $4.7 billion in funded loans,

before teserves, and $7.0 billion in derivative counterparty mark-to-

market exposus, inclusiw of credit valuation adjustments. The desivative
counterparty mark-to-market exposute includes the netcredit exposure
arising frors secumd financing transactions, such as mpurchase and reverse
tepurchase agresments. See “Secuted Financing Transactions” below.

&s of Decernber 31, 2011, Giti's net cument funded exposum to the French
soweeign, financial institutions and corporations was $1.9 billion. Included
in the $1.9 billion net current funded exposure was $0.6 billion of nettrading
and available-forsale securities exposure, and $1.3 billion of net current
funded credit exposure. Bach component is described below in more detail,

Net Trading and ARS Bxposure - $0.6 billion

Included inthe net curment funded exposure at December 31, 2011 wasa

niet pesition of $0.6 billion in securities and derivatives with the French
soweign, financial institutions and corporations as the issuer or eference
entity, which ap held in Citi's trading and AFS portfolies. These portfolics are
marked lo market daily and, as previously disclosed, Citi's trading exposure
lewels vary as it maintains inventory consistent with custorner needs.

Net Curvent Funded Credst Bxposure - §1.3 baliton

As of Decernber 31, 2011, the net current funded credit exposure to the French

soveteign, financial institutions and corporations was $1.3 billion. Exposutes

were §1.9 bitlion to financial institutions and $(0.6) billion to corporations,
Consistent with Citi's infernal risk management measures and as set

forth in the table abowe, net curmnt funded credit exposure has been

educed by $5.3 billion of margin posted under legally enforceable margin

agreements and collateral pledged under bankruptey-emote structures. &

of December 31, 2011, the majority of this margin and collateral was inthe

form of cash, with the remainder in non-GlPS, non-French securities, which

are included at fair waloe.
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Net curent funded credit exposure also reflects 3 mduction for $5.1 bilion Credit Defauit Swaps

in purchased credit protection, predominantly from financial insti utions Citi buys and sells credit protection, through credit default swaps, on

outside G11PS and France. Such protection generally pays out only upon the underlying GI1PS or French entities aspatt of its market-making activities for
cccurrence of certain credit events with respect to the country or borrower clierts in its trading potfolios, Citi also punchases cedit protection, through
covered by the protection, as determined by a committee compased of credit default swaps, to hedge its own credit exposure to these undedying
dealess and other market partkcipants. In addition to counterparty credit entities that artses from loans to these entities or derivative transactions with
risks (see "Credit Default Swaps” below), the credit protection may not fully these entities.

cover all situations that may adversely affect the value of Citi'sexposure Gitf buys and sells credit default swaps as part of its market-making

and, accordingly, Citi could stifl experience losses despite the existence of the activity, and purchases credit default swaps forcredit protection, with

credit protection, financial institutions that Giti believes are of high quality. The counterparty

credit exposure that can arise from the purchase or sale of credit default
swaps is usually covered by legally enfotceable netting and margining
agreements with a given counterpatty, so that the cmdit exposure to that
counterparty is measured and managed in aggregate actoss all products
covered by 2 given netting or margining agreement,

The notional amount of credit protection purchased orsold on GIIPS or
French underlying single reference entities as of Decermnber 31, 2011 is set
Other Activities forth in the table below The et notional contract amounts, kss mark-to-
Similar to other banks, Citi also provides settement and clearing facilities for ~ market adjustments, a1 included in “net current funded exposure* inthe
a variety of clients in France and actively monitors and manages these intra- table under “GIIPS and France" above, and appear in either “net tmding
day exposutes. Giti also has locally funded exposum in France; howewer, s of  exposure” when part of 2 trading strategy or in "purchased credit protection”
Decemnber 31, 2011, the amount of this exposure was not material. when purchased ss a hedge against a credit exposure (see note 1tothe
table below),

Unfiindad Commiaments— $16. 1 bilion

4s of December 31, 2011, Citi ako had §16.1 billion of unfunded
cornmitments to the French sovereign, financial institutions and
corporations, with $11.9 billion of this amount to corporatiors. These
unfunded lines gererally have standard conditions that must be et befor
they can be dravm.

Cradit default swaps purchased or sold on undarlying single refarence entiilas in thase countries™

In bilions of 4.5. oollars GIIPS  Greece  Ireland ftaly  Portugal Spain France

Notional CDS contracts on underlying reference entities

Net purchased @ $(16.9) $(1.0) $(1.0) $@2 $1.9) $(8) $(104)
Net sold @ 7.8 1.0 0.7 27 20 5.3 8.4

Soverslgn underlying referance entity

Net purchasad @ (1N 08 ©8) (@4 (12 45) (48)
Nat solg® 57 0.8 08 18 1.2 40 45

Financial institutlon underlying reference entity

Net purchased @ 29 -— 04 (3 0.4 1.3} (1.8)
Net sld® 24 o 0.1 14 6.4 10 18

Corperate underlying raference entity

Net purchased @ 5.2) 04 02 R4 .7 28) o))
Net sold @ 2.6 0.3 0.3 14 0.8 1 g 3.0

) The et notbral contract amounts, less mark-lo-market adjustments, am includad in CIt's "net curmnt furded exposim” i the table ynter "GRPS and France” on pege 107 These amounts am eflacked in two places
insuch tale 396 téion and 96 1 tlion 1or GIIPS and France, rmsnectivel, & boluded o "puthased cred® protection” edging “prss funded redt exposuR.” The remaining actvity is refiectad in "nel traging
exposure” sice these positibas are partof a rading strakeqgy

@A The symmation b NN amousls 1 each GIIPS country doas aat equd the nohanal amoust pesenied 1 the GIPS Dlal column in the tabie abne &S a0iMona neting 1S achipwil at the agreoment low| wih &
SPRCHIC counterparty across vations GHPS countries.
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When Citi purchases credit default swaps as a hedge against a credit Secured Financing Transactions

exposure, Giti generally seeks to purchase products with a maturity date As part of ifs banking activities with its clients, Citi enters into secumd

similarto the exposure against which the protection is purchased. Whik financing trarsactions, such s repurchase agreements and rewrse

certain exposutes may have longer maturities that extend beyond the credit repurchase agreements. These transactions typically involve the lending of

default swap tenos readily available in the market, Citi gererally will cash, against which securities as taken as collateral. The amount of cash

purchase credit protection with 2 maximum tenorthat i readily available in loaned against the securities collateral is a function of the liquidity and

the market. quality of the collateral as well as the credit quality of the counterparty. The
The above table contains all net credit default swaps (GDSs) putchased collateral is typically marked Yo market daily, and Citi has the ability to call

orsold on GIIPS or French underlying entities, whether patt of 4 trading foradditional collateral (usually in the form of cash), if the value of the

strategy or s purchased credit protection, With mspect to the $16.9 billion securities falls belowa pre-defined theshold.

net purchased CDS contracts an underlying GIPS mference entities, 45 of Decernber 31, 2011, Citi had loaned $19.2 billion in cash through

approximately 89% has been purchased from non-GlIPS counterparties. secured financing transactions with GIPS or French counterparties, usually

With respect to the $104 billion net puchased CDS contracts on underdying through reverse repurhase agmernents, 2s shown in the table below Against

French reference entities, approximately 72% has been purchased from non- theee loans, it held approximately $21.2 bilkion fair value of securities

French counterparties. The netcredit exposure o any counterparties arising collateral as well as $1.1 bitlion in variation margin, mest of which was

frorm these transactions, including any GIIPS or French counterparties, & in cash,

managed and mitigated through legally enforceable netting and margining Consistent with Citi's risk managerment systerns, secured financing

agreements. When Citi purchases credit default swaps s a hedge againsta transactions ate included in the countepa ty derivative mark-to-market

credit expasure, it generally seeks to purchase products from countepattios exposure at their net credit exposure value, which is typically smal] orzero

that would not be correlated with the underlying credit exposure it given the owercollateralized structure of these transactions.

is hedging.

I biftions of dollars Cash financing out Securities collateral in™

_LM to BIIPS and French counterparties mrw.gh sacured finan dng transactions 819.3 $212

() Cii has sien raopken appronmalily $1.1 BIRON i vanatin MAmin, Drdminately CAsh, ASSDC i with SEcURd SRancing (raasations wih thess coustemanes

Collateral taken in againgt secured financing transactions is generally The table below sets forth the fair value of the securtties collateral taken in
high quality, marketable securities, corsisting of govemnmoent debt, corporate by Citi against secured financing transactions as of December 31, 2011,
debt, or asset-backed securities.

Government Municipal or corporate Asset-backed

I bilions of dallers Total bonds bonds bonds
Securities pladged by GIPS or French counterparties in secured financing fransaction lending $212 $10.3 $0.7 $10.2
Investment grade $20.3 $10.2 $0.4 $938
Non-investment grade 0.2 02 0.1 —
Not rated 0.7 — 0.2 0.4

) ot inclwles appoximaely 32.8 bitlon & coneleed risk coliatsral, procom inatoly Fench sowereign deht pledger by French counterparties

Secured financing transactions can be shott term or can extend beyond The table below sets forth the remaining transaction tenor for these
onge yeart. In most cases, Giti has the right to call for additional margin transactiors as of Decernber 31, 2011,
daily, and can terminate the tramsaction and liquidate the collateral if the
counterparty fails to post the additional margin.

Remaining transactlon tenor

In bitions of dollars Tolal  «<lyear 1-3years 34 years ™
Cash extended to GIIPS or Franch counterparties in secured financing ransactions lendng ™ 819.3 $11.6 $6.1 $1§

() The Dngest remaning teror frades matue January 2015
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Cross-Border Risk

Gross-border risk is the risk that actiors taken by a non-US. government may
prevent the conversion of local currency info non-local curency and/or the
transfer of funds outside the country, among other risks, theneby impacting
the ability of Citigroup and its customers to transact business across bordess,
Examples of cross-border tisk include actions taken by foreign governments
such as exchange controls and restrictions on the emittance of funds, These
actions might restrict the transfer of funds or the ability of Citigroup to sbtain
paymert from custormers on their contractual obligations. Management of
cross-border risk at Giti is performed through a formal review process that
includes annual setting of cros-border lirmits and ongoing monitoring of
cross-border exposutes as vell as monitoring of econemic conditions globally
through Cii's Global Country Risk Management. Ses also "Risk Factos—
Market and Economic Risks" abowe.

Under Pederal Financial Institutions Bxarnination Council (FRIEC)
regulatory guidelines, total mpoted cross-border outstandings include cross-
border claims on third parties, as well as investments in and funding of local
franchises. Cross-borderclaims on third parties (trade and shodt-, medium-
and long-term claims) include cross-border loars, securities, deposits with

banks, investroents in affiliates, and other monetary assets, as well as net
tevaluation gains on foreign exchange and derivative products.

FRIEG cross-border risk measues exposure to the immediate obligors
or counterparties domiciled in the given country or, f applicable, by the
location of collateral or guarantors of the legally binding guarantees.
Cross-border outstandings are reported based on the country of the obligor
ot guarantor. Outstandings backed by cash collateral am assigned to the
country in which the collateral is held. Ror securities received as collateral,
cross-border outstandings at reported in the domicile of the issuer of
the sscurities, Cross-border resale agreements are presented based on the
domicile of the counterparty

Investments in and funding of local franchises represent the excess
of Iocal country assets over local country liabilities. Local country assets
are claitns on local msidents recorded by branches and majority-owned
subsidiaries of Citigroup domiciled in thecountry, adjusted for extemally
guaranteed claims and certain collateral. Local country liabilities are
obligations of non-U.8. branches and majority-owned subsidiaries of
Citigroup for which no cross-border guarantee has been issued by another
Citigroup office.

The table below sefs forth the countries where Citigroup $ total cross-border outstandings, as defined by FRIEG guidelines, exceeded 0.75% of total Citigroup

assets as of December 31, 2011 and December 31, 2010

Dacember 31, 2011 December 31, 2010
Croas-horder claims on third partiss
Investments
i and Total
Trading and funding of Total CrOSS-
short-term local cross-horder border
tn biflons of 1.5, doktars Banks  Public  Private Total claims™ franchises outstandings® Commitments™® outstandings®  Commitments®
United Kingdom 8202 §$ 10 §218  $431 $38.8 $ $48.1 $101.8 §34.7 $105.5
Germany 15.8 188 42 388 818 08 392 847 336 59.5
France 158 8.2 168 884 8598 - 384 80.3 375 473
India 41 09 81 1.7 110 188 305 58 286 48
Cayman Islands 0.2 — 227 2g9 25 —_ 29 14 20.6 0.3
Brazil 23 23 18 12.4 89 8.4 208 248 16.0 22
Metherlands 62 13 10.2 117 141 05 182 244 14.2 258
Mexico — 30 47 17 47 10.2 179 123 16.2 12.0
Korea 19 08 32 60 47 28 158 245 15.8 226
Spain 44 1.0 44 08 74 42 140 27 1.5 203
Italy 15 1.7 1.7 108 10.4 0.5 114 370 13,0 25.9

{1 included m total cross-border claims of third paties.

@ Cross-koeroutstandings, & descrited abow and as IBquled by FREC guideiines, generally 4o sot recognia the besetil Of margin recerverl O hedipe nesitions anc fecognZe OfISEtting eXOSURS only for cefan
products and mEBORships. AS 2 By, Marke! woiliRY I interest rales, DBIGR exchange (1S and crdi SpRArS, SHch 45 experenced 1 the thitt quaner of 2011, wil cause the leved of repored cross-birder

outstandings 1 iacress, all aiss heing sgual

@ Commitmonts (ot inchiced in otal cross-border OutstANdingsy inchice fegully binding Gross- torder leers of credd and other commatreants and contingencies as defined by the FRIEC The FFEC defindon of
commitments inchdes commitments ¥ local restents 1o be fnoed with Yocal cursncy liabiites origiated within the country.
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Differences Between Country and Cross-Border Risk
As described in more detall in the sections abowe, there am significant
differences betwezn the porting of country fisk and cross-border risk, &
general summalty of the more significant differences is asfollows:

¢ Country risk is the risk that anevent within a country will impair the
value of Citi's franchise or adversely affect the ability of obligors within
the countey to honer their ebligations to Citl. Country risk repoding in
Giti's intemal tisk management systerns s based on the identification
of the country where the client ®lationship, taken as a whole, is most
directly exposed to the econornic, financial, seciopolitical or legal risks.
Gererally, country risk includes the benefit of margin received s vwell a5
offsetting exposures and hedge positions. s such, country risk, which is
reported based on Citi's intemal risk management standards, measums
net exposure to a credit or martket risk event,

* Cross-border risk, as defined by the FRIEC, focuses on the potertial
exposure {f foreign govemments take actions, such as enacting exchangs
cortrols, that prevent the conversion of local currency to non-local
curency of restrict the emittance of funds outside the countty. Unlike
country tisk, FFIEC cross-border sk measures exposure to the immediate
obligors or counterparties domiciled in the given country or, if applicable,
by the location of collateral or guarantoss of the legally binding
guarantees, gererally without the benefit of margin meeived or hedge
positions, and recognizes offsetting exposures only forcertain products.
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The differeres between the presntation of country risk and cross-border
risk can be substantial, including the identification of the country of risk,
25 described above. In addition, some of the mote significant differences by
product are described below:

 Forcountry tisk, net derivative moeivables ate generally mpoded based
on fair value, retting teceivables and payables under the same legally
binding netting agreement, and recognizing the benefit of margin
eceived and any hedge pasitions in place. For cross-border risk, these
ftems am ako reported based on fair value and allow for netting of
receivables and payables f 2 legally binding netting agreerent is in place,
but only with the same specific counterparty, and do not recognize the
benefit of matgin received or hedges in place.

* Forcountry risk, secured financing transactions, such as repurchase
agreernents and Everse repurchase agreements, as well as scurities
Iozned and borrowed, e mported based on the net credit exposure
arising from the transaction, which is typically small or zero given the
ower-collateralized structum of these transactions. For cross-border risk,
ewerse repurchase agresments and secusities borrowed ae reported based
on netional amounts and do not include the value of any collateral
received (repumchase agreements and securities Joaned ate not included in
cross-border risk reporting).

For country risk, loans are reported net of hedges and collateral pledged
under bankruptcy-remote struchues, Por cross-border risk, loars are
eported without taking hedges into account.

For country nisk, securities in AFS and trading portfolios am mpoded ona
net basis, netting long positions against short pusitions. For cross-border
fisk, securities in ARS and trading portfolios are not netted.

* For country risk, credit default swaps (CDSs) are reported based on
the net notional ameount of CD8s putchased and sold, assuming zero
ecovery from the underlying entity, and adjusted for any mark-to-market
wceivable or payable position. For cross-border risk, CDSs are included
based on the gross notisnal amount sold, and do not include any
offsetting purchased CDSs on the same underying entity,

*

Venezueian Operations

1n 2003, the Venezuelan government enacted curmency restrictions that
have restricted Citigroup's ability to obtain U.S. dolars in Yenezuela al the
official foreign curmncy rate. In May 2010, the gosernment enacted new
fawe that hawe closed the parallel foreign exchange market and established
a rew foreign exchange market. Citigroup does not hawe ancess o U S.
dollars in this new market. Citigroup uses the official rate to re-measure the
forign cumency transactions in the financial staternents of its Venezuelan
aperations, which have U 3, dollar functional curencies, inte US. dollars.
A Decernber 31, 2011 and 2010, Citigroup had net monetary assefs in

ts Venezuelan operations denominated in bolivars of approximately

$241 million and $200 million, respectiely.
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FAIR VALUE ADJUSTMENTS FOR DERIVATIVES AND STRUCTURED DEBT

The following discussions relate to the detivative obliget information and
the fair valuation for derivatives and structured debi. See Note 23 to the
Gonsolidated Financial Staternents for additional infommation on Citi's
derivative activities.

Fair Valuation Adjustments for Derivatives

‘The fair value adjistments applied by Gitigroup to its denivatie carrying
values comsist of the following items:

s Liquidity adjustments are applied to iterns in Lewel 2or Level 3 of the
fair-mlue hieramhy (see Note 25 to the Consolidated Rinancial Statements
for more details) to ensure that the fair value rflects the price at which
the entire position could be liquidated. The liquidity reserve is based on the
bidfoffer spread for an ingtrument, adjusted to take into account the sise of
the position,

¢ Gredit valuation adjustments (CVA) is applied te over-the-counter
derivat ive instrurnents, in which the base valuation generally discounts
expected cash flows wing LIBOR interest rate curves. Because not all
counterparties hawe the sarme credit fisk as that implied by the relevart
LIBOR curve, a CVA is necessaty to incorporate the market view of both
counterparty credit risk and Giti's own credit risk in the valuation.

Citigroup GVA methodology comprises two steps. First, the exposure
profile for each countetparty is determined using the terms of all individual
derivative positions and 2 Monte Carlo simulation or other quantitative
analysts to generate a series of expecied cash flows at future points in time.
The calculation of this exposure profile considers the effact of credit risk
mitigants, including pledged cash or other collateral and any kgal right
of offset that exists with a counterparty through arrangements such as
netting agreements. Individual derivative contracts that are subject to an
enforceable master netting agreement with a counterparty are aggregated
forthis purpese, since it & those aggregate net cash flows that are subject to
nonpedormance risk. This process identifies specific, point-in-time future
cash Flows that are subject to nonperformance risk, rather than using the
current recognized net asset ot liability as a basis to measum the CVA

Second, market-based views of default probabilities darived from obsered
credit spreads in the CDS market am applied to the expected futum cash flows
detemined in step one, Citis own-credit CVALs determined using Citi-specific
CDS spreads for the rlevarnt tenor. Generally, counterparty CVA is determined
using CDS spread indices foreach credit rating and tenot Forcestain identified
facilities wher individual analysis is practicable (forexample, exposuresto
monoline counterparties), counterparty-specific CDS spreads are used,

The CVA adjustrnent is desipred to incorporate a market view of the credit
tsk inherent in the derivative pogtfolio. However, most derivative instruments
are negotiated bilateral conteacts and am not commonly transferred to
third parties. Derivative instruments are normally settled contractually ot
terrinated early, are terminated at a valug negotiated bilateraily between the
counterparties, Therefore, the CVA (both countemarty and own-credit) may
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not be realized upon a settlement or termination in the normal course of
business. Int additiory, all or a portion of the VA may be teversed or otherwise
adjusted in future periods in the event of changes inthe credit risk of Citi or
ts counterparties, or changes inthe credit mitigants {collateral and netting
agmements) associated with the derivative instruments.

The table below summarizes the CVA applied to the fair value of derivative
instruments as of December 31, 2011 and 2010,

Credit valuation adjustment

contra-flabllity gcontn-assol!

December 81, December 31,

in miltong of dollars 2014 2010
Non-monoling counterparties ${5,392) $(3.015)
Citigroup fown) 2,176 1,288
Net non-monoling CUA $(3,216) $(1,730)
honoline counterparties™ —_ (1,548)
Total CVA—d arivative instruments $(3,216) $(3,278)

{1y The jeducton in CVA 0n derwalive instruments with monoiine counterpartios mekies $ 4 biflion of
itéizations i 2011

Own DVA for Structured Debt
Own debt valuation adjustments (DVA} are mecognized on Giti's debt
liabilities for which the fair value option (FVO) has been elected using Citi's
credit spreads observed in the bond market. Accordingly, the fair value of debt
tiabilities for which the fait value option has been elected (otherthan non-
recourse and sirmilar liabilities) & impacted by the narrowing or widening of
Citi'scredit spreads. Changes in fair value resulting from changes in Giti's
instrumentt-specific ctedit risk are estimated by incorporating Citi'scument
credit spreads ebservable in the bond market into the relevant valuation
technique used to value each liability.

The table below summarizes pretax gains (losses) related to changes in
CVA on derivative instruments, ret of hedges, and DVA on own FYO debt:

Credit/debt valustion

adjustment gain

{loss)

in mttiions of doliars 2011 2010
CVA on derivatives, excludng monolines, net of hedges $ 38 $ 120
CVA retated to monaling counterparties, nat of hedges 178 523
Total GVA-—detivative Instruments $ 212 $ 643
DVA refated o own FVO debt $1,774 $ 6583
Total CVA and DVA $1,000 $§ 54

The C¥A and DVA amounts shown abowe do not include the effect of
counterparty credit riskembedded in non-derivative instrumerts. Losses on
non-derivative instruments, such as bonds and loans, related to counterparty
credit risk ame not included inthe table abow.
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CREDIT DERIVATIVES

Gitigroup makes markets in and trades a range of credit denvatives, both on
behalf of elients as well as for its own account. Through these contracts, Giti
either purchases or writes protection on either a single-name orportfolio
basis. Citi pimarily uses credit derivativesto help mitigate credit tik in its
corporae loan poffolio and other cash pesitions, and to Facilitate client
transactions.

Gredit derivatives generally requim that the seller of credit protection
make payments to the buyer upon the eccurrence of predefined events
(settlernent triggers), These settlement trigges, which are defined by the
form of the derivative and the mferenced credit, are generally limited to
the market standard of failure to pay indebledness and bankruptey (or
comparable ewents) of the eference credit and, in 4 moe limited range of
transactions, debt mstructuring.

Gredit derivative transactions referring to emerging market refarence
credits will also typically include additiona) ssttlernent triggers to cover
the acceleration of indebtedness and the risk of repudiation or a payment
moratorium, In cedain transactions on a portfolio of refemneed cradits or asset-
backed securities, the seller of pretection may net be mquiredto make payment
until a specified amount of losses has oocumed with respect to the portfolio and/
ormay only be mquired to pay for losses up to a specified amount.
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The fair values shown below are priorto the application of any netting
agreements, casheollateral, and market or credit valuation adjustments.

Citi actively participates in trading & variety of credit derivatives products
as both an active two-way market-maker for clients and to manage credit
risk. The majority of this activity was transacted with other financial
intermediaries, including both banks and broker-dealess. Citi generally has
a mismatch betwesn the total noticnal amounts of protection puschased
andsold and it may hold the reference assets directly, rather than entering
into offsetting credit derivative contracts 4s and when desimd. The open risk
exposures from credit derivative contracts ate largely matched after certain
cash positions in reference assets are considered and after notional amounts
are adjusted, either to a duration-based equivalert basis or to reflect the lewl
of subordination in tranched structures,

Giti actively monitors iis counterparty credit risk in credit derivative
contracts. Approximately %6% and 89% of the gross meeivables am from
counterparties with which Citi maintairs collatera] agreements as of
Decernber 31, 2011 and Decernber 31, 2010, respectively, Amaijority of
Giti's top 15 counterpadies (by receivable balance owed to Citi) are banks,
financial institutions or other dealess. Contmcts with these courtepaties do
not irclude matings-based termination events. However, counterparty ratings
downgrades may have an incrementaleffect by lowering the threshold at
which Citi may call for additional coliateral
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The following tables surnrnarize the key characteristics of Citi’s credit derivatives portfolio by counterparty and derivative form as of Decernber 31, 2011 and
December 41, 2010:

December 31,2011 Fair values Netionals
in mitons of coliars Receivable Payable Bensficiary Guarantor
By industry/counterparty

Bank 67175 $53,688 $ 981,085 $ 28808
Broker-cealer 21,883 21,952 343,908 321,283
Monallne 10 — 238 —
Non-finan cial 95 130 1,797 1,048
Insurance and other financlal institutions 11,81 9,132 185861 142579
Total by industry/countemparly $80,864 $84,852 $1,512,880 $1,304,528
By Instrument

Cradit default swaps and options $80,998 $83,410 $1,401,058 $1,393,082
Total retum swaps and other 866 1,433 21,837 1,406
Tots! by instrument $00,854 $84,852 $1,512,800 $1,394,528
By rating

Invastmant grade $26,457 $23.846 $ 681,406 $ 811,447
Non-nvagtment grade® 54,307 81,008 831,484 788,081
Tolal by rating $30,854 $84,862 $1,612,800 $1,304,528
By maturity

Within 1 year $ 5,707 § 5244 $ 281,318 $ 266,728
From 110 5 years 58,740 54,553 1,081575 47211
After 5 years 28407 25,065 193,042 180,594
Total by maturity $30.864 $84,862 $1 ,51_23% $1 J94528
December 81,2010 Fair values Notlonals
In mitlions of oblars Receivable Payable Beneficiary Guarantor
By industry/counterparty

Bank $37 596 $138,727 § 820211 § 784,080
Broker-desler 16,428 16,238 318,625 31213
Monoling 1,814 Z 4,409 —
Non-financial 93 70 1,277 14863
Insurance and other financlal Intitutions 10,108 7,760 177171 125,442
Total by industry/counterparty $65,129 59,798 §1,322,693 $1,223.116
By instrument

Cradit default swaps and options $64,840 $58,225 $1,301,514 §1,221,211
Total retum swaps and other 289 1,573 21,178 1,905
Total by instrument $65,124 $59,798 $1,322,693 $1,223,116
By rating

Investment grade $18,427 §15,368 § 4747 $ 487270
Non -Hnvestment grace™ 46,702 44,430 775,522 735,846
Total by rating $65,129 $50,798 $1,322,693 $1,223.116
By maturity

Within 1 year $ 1,716 $ 1,817 § 164,735 § 182,075
From 110 5 years 33,853 34,298 936,832 853,808
After 5 years 29,580 23,683 222,328 207,233
Total umlturlty 365,129 $ 59,798 $1,322,693 $1,223.116

0 Also includes not-eated omditdervatin Bstruments
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SIGNIFICANT ACCOUNTING POLICIES AND SIGNIFICANT ESTIMATES

Note 1 to the Consolidated Financial Statements contains a summary of
Citigroup's signiFicant ascounting policies, including a discussion of recently
issued accounting pronouncements. These policies, as well asestimates made
by management, ate integral to the presentation of Citi's results of operations
and financial condition. While all of these policies requim 4 certain level of
management judgment and estimates, this section highlights and discusses
the significant accounting policies that requim management to make

highty difficult, complex orsubjective judgments and estimates at tires
regarding matters that are inherently uncertain and susceptible to change.
Management has discussed each of these significant accounting policies, the
related estimates, and its judgments with the Audit Committes of the Board of
Directors. Additional information about these policies can be found in Note 1
to the Consolidated Financial Staternents.

Valuations of Financiai Instruments

Gitigroup holds fixed income and equity securities, derivatives, retained
interests in securitizatiors, investments in private equity, and other financial
instrumenis. In addition, C#i purchases securities under agrements to msell
(reverse repos) and sells securities under agreements to repurchase {repos).
Citigroup holds its investments, trading assets and liabilities, and resale and
repurchase agreements on the Consolidated Balance Shest to mest customer
needs, to manage liquidity needs and interest rate risks, and for proprietary
trading and ptivate equity inwesting.

Substantially all of the assets and lisbilities described in the preceding
paragraph ate reflected at fair value on Citi's Consolidated Balance Shest.

In addition, certain loans, short-term borrowings, long-terma debt and
depasits a5 well ascertain securities borrowed and loared positions that are
collateralized with cash are carried at fair value. Approximately 8.8% and
37.3% of total aseety, and 15.7% and 16.6% of total liahilities, were accounted
for at fair value as of December 31, 2011 and 2010, respectively.

When availsble, Citi generally uses quoted market pricesto determine
fair value and classifies such items within Level 1 of the fair value hierarchy
established under ASC 820-10, Fair Valse Measurements and Disclossores
(see Note 25 to the Consolidated Financial Statements). If quoted market
prices are niot availabl, fair value is based upor internally deweloped
valuation models that use, where pussible, current market-based or
independerttly souoed ma ket parameters, such as interest rates, cumency
rates and option volatilities, Where a model is internally developed and
used to price 2 significant product, it is subject to validation and testing by
independent personnel, Such models aze often based on a discounted cash
flow analysis. In addition, ierns valued using such internally generated
valuation lechriques are classified according to the lowest level input or
value driver that is significant te the valuation, Thus, an item may be
classified in Lewe! 3 even though there roay be some significant inputs that
are readily observable.

The credit crisis caused some markets to becomne illiquid, thus reducing
the availability of certain observable data used by Giti's valuation techniques.
This illiquidity, in at keast cettain markets, continued through 2011. When
or if liquidity mturns to these markets, the valuations will revert to using
the wlated observable inputs in werifying internally caleulated values, For
additional inforrmation on Citigroup's fair value analysis, see “Managing
Global Risk.”

Recogmtion of Changes i Fagr Vaise

Changes inthe vatuation of the trading assets and liabilities, as well as

all other assets (excluding available-for-sale securities and derivatives in
qualifying cash flow hedging relationships) and liabilities carried at fair
value, are meorded in the Consolidated Staternent of Income. Changes

in the vatuation of available-for-sale securities, other than wate-offs and
credit impairments, and the effective portion of changes in the valuation
of derivatives in qualifying cash flow hedging miationships genenlly are
recorded in Accumdated other comprebensive income (loss) (A0C1),
which is a component of Sockbolders’ egusty onthe Consolidated Balance
Shest. A full description of Giti's policies and procedures relating to
tecognition of changes in fair value can be found in Notes 1, 25, 26 and 27 to
the Consolidated Financial Statements,

Bvaluation of Other-than-Temporary npairment

Giti conducts and documents pedodic reviews of all securities with unrealized
losses to evaluate whether the impairment is other-than-temporary. Under
the guidance for debt securities, other-than-temporary impaiment (OTTH)

& recognized in earnings in the Corsolidated Statement of Income for debt
securities that Gitt has an intent to sell or that Giti believes it & mone likely
than not that it will be required to sell prior to recovery of the amortized

cost basis. For these sscurities that Citi does not intend to sell orexpect to be
equied to sell, credit-related impairment is meognized in earnings, with the
non-credit-telated impaiment recorded in AOCI,

An unealized loss exigts when the curmnt fair value of an individual
security 5 less than its amortized cost basis. Unealized losses that am
determined to be termporaty in nature are recorded, net of tax, in AOCI for
available-forsale securities, while such losses related to held-to-maturity
securities ae not recorded, as these investments are carried at theiramontized
tost (less any otherthan-temporary impaitment). For securities transferred
to held-to-maturity from Frading accovnt assets, amortized cost is
defined as the fair value amount of the securities at the date of trandfer plus
any accretion incorne and less any impaiments recognized in earnings
subsequent to transfer For securities transferred to held-to-maturity from
available-for-sale, amortized cost is defined as the original purchase cost,
plus or rainus any accretion ot amortization of a purchase discount or
premium, less any impaimient recognized in eamings.
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Regardless of the classification of the securities as available-forsale o
held-to-maturity, Giti assesses each position with an unrealized lossfor OTTY

Management asssses equity method investmerts with fair value less
thancarrying value for OTTI, as discussed in Note 15 to the Consolidated
Financial Statements. For investments that management does not plan to sell
prior to recovery of value, or Citi is not likely to be required to sell, various
factors are considered in assessing OTTI. For investments that Citi plans to
sell prior to recovery of value, or would likely be quired to sell and there
is no expectation that the fair value will recover prior to the expected sale
date, the full impairment would be recognized in the Consolidated Staternent
of Income.

At December3 1, 2011, Citi had several equity method investments that
had temporary impaimment, including its investments in Akbank and the
Mongan Stanley Smith Barney joint venture, As of Decarnber 31, 2011,
management does not plan to sell those inwestrnents prior to meovery of
value and it & not more likely than not that Citi will be required to sel! those
investments. Ror additional infomation on these equity method investments,
ses Note 15 to the Consolidated Financial Staternents (Evaluating
Irvestments for Other Than-Temporary Impaimments) below

CVA/DYA Methodology

ASG 820-10 mquires that Giti's own credit risk be considered in detemmining
the market value of any Giti liability carried at fair value. These liabilities
include decivative instruments as well as debt and other liabilities for which
the fair value option has been elected. The cedit valuation adjustment {CVA)
is recognized on the balance sheet 4s 2 reduction of increase in the associated
dertvative asset or liability to arive at the fair value (carrying value) of

the derivative asset or liability. The debt valuation adjustment (DVA) is
recognized on the balance sheet as a eduction ot increass in the associated
fair value option debt liability to arrive at the fair vatue of the liability. For
additional information, see "'Fair Value Adjustments for Derivatives and
Structured Debt” abowe.

Allowance for Credit Losses

Allowance for Funded Lending Commuiments

Managernent provides reserses for an estimate of probable losses inherent

int the funded loan potfolio on the Consolidated Balance Sheet in the

fomn of an allowance for loan losses. These mserves am established in
accordance with Gitigroup's credit reserve policies, as approved by the

Audit Committee of the Board of Directors. Giti's Chief Risk Officer and
Chief Financia) Officer review the adequacy of the credit loss reserves each
quarter with represertatives from the risk management and finarce staffs
foreach applicable business amea. Applicable business amas include those
having classifiably managed porffolios, where internal credit-nisk rafings
are assigned (primarily Insitwtional Clients Growp and Gobad Consumer
Banking), or modified Consumer loans, where concessions were granted due
to the borrowers' financial difficulties.
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The abowe-mentioned representatives covering these respective business
areas present recommendad reserve balances for their funded and unfunded
kending portfolios along with supporting quantitative and qualitative data.
The quantitative data include:

o Eshmated probable losses for non-performeng, non-bosmogeneous
exposures within @ business kine's classifiably managed portfolio
and srpatred smaller-balance homogeneons loans whose terms
bave been modified due to the borrowers’ financial dificullies, wheve
1 was determined that a concession was granted b the borvower,
Consideration may be given to the following, as appmptiate, when
determining this estimate: (i} the presant value of expected future cash
flows discounted at the loan's original effective rate; (ii) the borrower's
owerall financial condition, resoumes and payment ®eord; and (iii) the
prospects for support from financially responsible guarantors orthe
malizable value of any collateral. When impaimment is measured based
onthe present value of expected futue cash flows, the entire change in
present value is meorded in the Provision for loan losses.

Sanistically calowdated losses inberent i the dassifigbly managed
Dportfolio for performeng and de minimss non-performing eposure.
The cakulation is based upon: (i) Citigroup's internal system of credit-risk
ratings, which are analogous to the risk ratings of the major credit rating
agencies; and (i) historical default and loss data, including rating agency
information regarding default rates from 1983 to 2011, and internal data
dating totheearly 1970s on severity of lesses in the event of default.

Additional adsustrmend, These include: (1) statigtically calculated
estimates to cover the historical fluctuation of the default rates over the
credit cyck, the historical vardability of loss severity among defaulted
loans, and the degree to which there are large obligor concentrations in
the global partfolio; and (i) adiustments made foespecifically known
iterns, such as current environmental factors and credit trends.

in addition, representatives from boththe risk management and finance
staffs that cover business amas with delinquency-managed portfolios
containing smaller homogeneous loars present their recommended reserve
balances based upon leading credit indicators, including loan delinquencies
and changes in portfolio size, 45 well aseconomic trends, including housing
prices, unemployment and GDP. This methoedology is applied separately for
each individual product within each different peographic region in which
these pomtfolios exist.

OPP008583



This evaluation process i subject to numerous estimates and judgments.
The frequency of default, risk ratings, loss recovery rates, the size and
diversity of individual lacge credits, and the ability of borrowers with foreign
curmrey obligations to obtain the foreign currency necessary for orderly debt
setvicing, arnong other things, are all taken into account during this mview,
Changes in these estimates could have a direct impact on Citi s credit costs
in any quater and could result in 4 change in the allowance. GChanges to the
allowance are reconded in the Provision for loan losses.

Allowance for Unfunded Lending Comsmiments
Asimilar approach to the allowance for loan losses & used for calculating
4 resarve for the expected losses refated to unfunded lean commitments
and standby letters of credit. This msarve is classified on the Consolidated
Balance Sheet in Cbher Gubiitties. Changes to the allowance for unfunded
lending commitments ae recorded in the Provision for unfiunded lending
commihnents.

For & further description of the loan loss reserve and related accounts, see
Notes 1 and 17 o the Consolidated Financial Statements.

Securitizations

Citigroup securitizes 2 number of different asset classes as a means of
strengthening its balance sheet and accessing competitive financing rates in
the market. Under these securitization programs, assets a® transferred into
atrust and used as collateral by the trust to obtain financing, The cash flows
from assets in the trust seevice the corresponding trust labilities and equity
interests. If the structure of the trust meets cetain accounting guidelines,
trust assets are treated as sold and are no Jonger reflected as assets of Citi,

If these guidelines are not met, the assets continue to be recorded as Giti's
assets, with the financing activity recorded as liabilities on Citi's Gonsolidated
Balance Sheet.

Citigroup also assists ifs elients in securitizing their financial assets and
packages and sscuritizes fimancial assets purchased in the financial markets.
Citi may also provide administrative, asset management, underwrting,
liquidity facilities and/or other services o the resulting securitization entities
and may continue to service some of these financial asets,

Himination of Qualifying Special Prapose Bntites (QSPEs) and Changes
 the Consolidation Modd for VIEs

In June 2009, the BAS issued SFAS No. 166, Accounting for Transfers
of Financial Assets, an amendment of FASB Statement No. 140

(SRAS 166, now incorporated into ASC Topic 860} and SRAS No. 167,
Asmendments to FASB Interpretation No. 46(R) (SRAS 167, now
incorporated into ASC Topic 810}, Citigroup adopted both standards on
January 1, 2010 andelected to apply SFAS 166 and SFAS 167 prospectively.
Accordingly, prior periods hawe not been mstated,

SFAS 166 efiminated the concept of QSPEs from U.S. GAAP and amends
the guidance on accounting for transfers of financial assets. SRAS 167 details
three key changes to theconselidation model. First, former QSPEs ap
now included in the scope of SFAS 167. Second, the FASB haschanged the
method of analyzing which party to 2 variable inferest entity (VIE) should
consolidate the VIE {known as the primasy beneficiary) to a qualitative
determination of which party to the VIE has “power," combined with
potentially significant berefits or losses, instead of the previous quantitative
risks and rewardsmodel. The party that has "power" has the ability to direct
the activities of the VIE that most significantly impact the VIES economic
performance. Thind, the newstandard requises that the primary bereficiary
analysis be re-evaluated whenever citcumstances change. The previous rules
requimd reconsideration of the primary beneficiary only when specified
recorsideration events occurred.

4s a result of implemnenting these new accounting standards, Citigroup
consolidated certain of the VIEs and former QSP Es with which it had
involvernent on January 1, 2010. Further, certain asset transfers, including
transfers of postions of assets, that would have been considered sales under
SPAS 140 are considered secured borrowings under the newstandards,
Citigroup consolidated all required VIEs and former QSPE, as of January 1,
2010, at carrying values or unpaid principal amounts, except forcertain
private-labe! residential mottgage and mutual fund defetred sales
commissions VIEs, for which the fair value option was elected.

The incremental impact of these changes on GAAP assets and msulting
risk-neighted assets for those VIEs and former QSPEs that were corsolidated or
decorsolidated for accounting purposes as of January 1, 2010 was an increase
in GAAP assets of $127.3 billion and $24.0 billion in rsk-weighted assets. In
addition, the cumulativeeffect of adepting these new accounting standands
as of January 1, 2010 mesulted in an agemgate aftertax charge to Refained
earnmgs of $8.4 billion, rflecting the net effect of an overall pmtax charge
to Relained earnings (primarly relating to the establishment of loan loss
mserves and the eversal of msidual interests held) of $13.4 billion and the
meognition of elated defered tax assets amounting to $5.0 billion,

Non-Consoltdaion of Certasn vestment Punds

The FASE issued Acoounting Standards Update No. 2010-10, Consolidation
(Topic 310), Arenidmenis for Certain Investment Funds (ASU
2010-10) inthe first quarter of 2010. ASU 2010-10 provides a deferral of
the quirements of SPAS 167 for cettain invesiment funds. Gitigroup has
determined thal a majoity of the investment wehicles managed by it are
provided a deferral from the requirerments of SFAS 167 as they meet these
criteria. These vehicles continue to be evaluated under the requirernents of
PIN46(R) (ASC 810-103, prior to the implementation of SFAS 167,
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Whee Citi has determined that cettain investment wehicks are subject to
the comsolidation requiternents of SBAS 167, the consolidation conglusions
reached upon initial application of SFAS 167 are consistert with the
corsolidation conclusions eached under the requiremnents of ASC 810-10,
prior to the implkmentation of SFAS 167,

For additional information, see Notes 1 and 22 to the Consolidated
Financial Statements.

Goodwliit

Gitigroup has weorded Goodiwsl] of $254 billion (14% of assets) and $26.2
billion (14% of assets) on its Consolidated Balance Sheet at December 31,
2011 and December 31, 2010, mspectiwely. No goodwill impaiment was
recorded during 2009, 2010 and 2011.

Goodwill 1 allocated to Citi's Bpotting units at the date the goodwill is
initially recorded. Once goodwill has been allocated to the mporting unifs,
it generally no Jonger etains its identification with 2 patticular acquisition,
but instead becomes ident fied with the reporting unit as 4 whole. As a result,
the full fair value of each reporting unt is available to suppot the value of
goodwill allocated to the unit. & of Decernber 31, 2011, Citigroup operated
in thiee core business segments, as discussed above. Goodwill impaiment
testing & performed at the reporting unit level, one leve] belowthe business
segment.

The reporting unit structure in 2011 was consistent with the reporting
units identified in the second quarter of 2009 45 4 result of the change in
Citi's organizational sructure. During 2011, goodwill was allocated to
disposals and tested for impairment under these reporting units. The nine
reporting units wete North America Regional Consvimer Banking, FMEA
Regtonal Consviener Banking, Asia Regional Conswmer Banking,

Latin America Regiondl Consumer Banking, Secuyities and Banking,
Transaction Services, Brokerage and Asset Managenent, Locad
Consvsner Lending—Cards and Local Consvomer Lending—Cther,

Under ASG 350, Intangibles—Goodwill and Other, the goodwill
impairment analysis is done in two steps. The first step requims a compatison
of the fair value of the individual reporting unit to itscarrying value,
including goodwill 1f the fair value of the reporting unit s in exoess of the
cartying value, the related goodwill is considered not to be impaired and
no futher analysis is necessary, If the carrying value of the rpotting unit
exveeds the fair value, there is an indication of potential impaimnent and 2
second step of testing is performed to measure the amount of impairment, if
any, for that reporting uait.

When requited, the second step of testing involves calculating the implied
fair value of goodwill for each of the affected repotting units. The irnplied
fair value of goodwill is detemnined in the same manrer as the amount of
goodwill meognized in 2 business combination, which is the excess of the
fair value of the reporting unit determined in step one over the fair value
of the net assets and idertifiable intangibles as if the reporting unit were
being acquired. if the amount of the goodwill allocated to the mpotting unit
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exceads the implied fair value of the goodwill in the pro forma purchass price
allocation, an impaimmentcharge is meorded for the excess. A racognized
impaiment charge cannot exceed the amount of goodwill allocated to 2
reporting unit and cannot subsequently be eversed even if the fair value of
the Epoding unit recomss.

Goodwill impairment testing inwlves management judgment, requiting
an assassent of whether the carrying value of the reporting unitcan be
supported by the fair value of the individual epotting unit using widely
accepted valuation techniques, such a5 the macket approach (earnings
multiples and/or transaction multiples) and/orthe income approach
{discourted cash flow (DCE) method). [n applying these methodologies, Citi
utilizes a number of factors, including actual operating results, future
business plans, economic projections, and market data. Management may
engage an independent valuation gpecialist to asist in Citi's valuation
PIOCess.

Citigroup engaged the services of an independent valuation specialist in
2010 and 2011 to assist in Giti's valuation for most of the reporting units
employing both the market approach and DGE method. Giti believes that
the DCF method, using management projections for the selected reporting
units and an appropriate risk-adjusted discount rate, s mast wflective of 2
market patticipant's view of fair values given current market conditions, For
the eporing units whees both methods were utilized in 2010 and 2011, the
tesulting fair values were relatively consistert and appropriate weighting was
given to outputs from both methods.

The DCF method used at the time of each impaimment test used discount
rates that Giti believes adequately mflected the risk and uncertainty inthe
financial markets generally and specifically in the internaily generated cash
flow progections. The DCF method emplos 2 capital asset pricing mode! in
estimating the discount rate, Giti continues to value the remaining repotting
units where it believes the risk of impairment to be low, using primarily the
matket approach.

Citi prepares a formal thime-year strategic plan for ifs businesses on an
annual basis, These projections incorporate certain external economic
projections deseloped at the point in time the strategic plan is deweloped. For
the purpose of peforming any impaimnent tes, the three-year forecast is
updated by Citi to reflect curmnteconormnic conditions as of the testing date.
Citi used updated long-range financial forecasts as a bass for its annual
goodwill mpaimment test peformned as of July 1, 2011,

The results of the July 1, 2011 test validated that the fair values exceaded
the carrying values for the reporting units that had goodwill at the testing
date. Citi s also required to test goodwill for impaitment whenever events
of circumstances make it more likely tharn not that impaiment may hawe
occurred, such as a significant adverss change in the businessclimate, 2
decision to sell or dispose of all or a significant pottion of a repotting unt,
or a significant decline in Giti'sstock price. No interim goodwill impaimment
tests were perforrned during 2011
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Since riore of the Company's reporting units are publicly traded,
individual teporting unit fair value determinations cannot be directly
corlated to Citigroup's stock price. The sum of the fair values of the
reporting units at July 1, 2011 exveeded the overal! market capitalization
of Citi as of July 1, 2011, Howeser, Citi believes that it was not meaningful
to concile the sum of the fair values of its reporting units to its market
capitalization during the 2011 annual impaiment test due to the Fact
that Citi's market capitalization reflects the execution risk in a transaction
involving Citigroup due to its size. The individual reporting units' fair values
are not subject to the same level of execution risk or a business model that &
perceived to be complex.

See also Note 1810 the Gonsolidated Financial Staternents.

Income Taxes

Citi is subject to the income tax laws of the US,, itsstates and local
municipalities and the foreign judsdictions in which Citi operates. These
tax laws are complex and are subject to differing interpretations by the
taxpayer and the relevant governmental taxing authorities. Disputes ower
interpretations of the tax laws may be subject to mview and adjudication by
the court systerns of the various tax jurisdictions or may be settled with the
taxing authority upon audit.

In establishing a provision for income tax expense, Giti must make
judgments and interpretations about the application of these inherently
complex tax laws. Citi must also make estimates about when in the future
certain items will affect taxable income in the vatious tax jurisdictions, both
domestic and foreign. Deferred taxes are recorded for the future consequerces
of events that have been recognized in the financial statements or tax
returns, based upon enacted tax laws and rates, Defermd tax assets (DThs)
are recognized subjct to management’s judgment that realization is moe
likely than net,

A December 31, 2011, Citi had recorded net DTs of approximately
$51.5 billion, a decmaze of $0.6 billion from $52.1 billien at Decernber 31, 2010.

Although realization is not assured, Citi believes that the realization of the
recognized net DTA of $51 5 biltion at Decernber 31, 2011 is mote likely than
not based upon expectations as to future taxable income in the jurisdictions
in which the DTAs arise and based on available tax planning ftrategies (as
defined in ASC 740, Income Taxes) that would be implementad, if necessary,
to prevent 3 carryforward from expiring.

In gereral, Citi would need to generate approximately $111 billion of
taxable incorne dudng the respective carryforward pedods {discussed below)
to fully realize ts U.S. federal, state and local DTAs. Citi's net DT4s will
decline primarily as additional domestic GAAP taxable income is generated,
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As of Decernber 31, 2011, Citi was no longer in a thres-year cumulative
loss pesition for purposes of evaluating its DTAs. While this remotes 2
significant piece of negatiwe evidence inevaluating the need for a valuation
allowanges, Citi will continue to weigh the evidence supporting ifs DT4s. Giti
has concluded that there ar two pieces of pesitive evidence that support the
full realizability of its DTAs. Rirst, Citi forecasts sufficient taxable income in
the carryforward period, exclusive of tax planning strategies, Secand, Citi has
sufficient tax planning strategies, including potential sales of assets, in which
it could realize the excess of appmciated value over the tax basis of its assets.
The amount of the DTAs considered alizable, however, is necessarily subject
to Giti's estimates of future taxable income in the jurisdictions in which #
operates during the respective carry-forward periods, which is in tum subject
to overall market and global economic conditions.

The following table summarizes Giti's net DTés balance at December 31,
2011 and 2010:

Jurisdiction/Component
DTA halance DTA balarice

I bitins of dollars December 31, 2011 December 31, 2010
U.S. federal®
Consolidated tax return net operating

loss NOL) $ — $ 38
Consolidated tax return foreign tax

credit (FTC) 168 13.3
Consolidated tax return general

business credit (GBC) 24 1.7
Future tax deductions and credits 230 218
{(ther® 14 0.4
Total U.S. federal $42.3 $418
State and local
Naw York NOLs $13 $ 1.7
Other state NOLs 0.7 0.8
Future tax deductions 2.2 2.1
Total state and local $ 42 § 48
Foreign
APB 23 subddiary NOLs $ 05 $ 05
Non-APB 23 subsidiary NOLs i8 15
Future tax deductions 2.7 39
Total forsign $ 50 $ 59
Total $515 3521

(1) included tn the pet U5 Bderal DTAs 0f 342 3 belicn at Docember 31, 201 1 are deterrad tax Kabities
a7 33 wkon that wil reserse in 1he reievant carrylorward Yenod and may be used to Suppor the DIAS,
amy $0.2 bion in compensation deductions thad recucad additonal pad-in captal 1 January 2012
ard Ty which no sdpstment o such DR 15 poemitied &t December 11, 2011 because the rled
Stock com pensatinn was nat yetdeductibie © Ot

Inciudes $1 2 hifion and $0 1 bilion for 2011 aed 2010, mEpRctively, f tax carmyireas related

10 companies that e 1f 5. tederal tax seturs Separmle fom Clgroup's consolidaten U5 fadkeral tax
Teturn
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The U 8. federal consolidated tax return NOL carry-forward compenert
of the D'Ths of $3.8 billion at Decamber 31, 2010 was utilized in 2011. Forthe
reasors discussed herein, Giti believes the U.S. federal and New York state and
city NOL carryforward period of 20 years peovides enough time to fully utilize
the DT4s pertaining to the existing NOL carryforwards and any NOL that
would be created by the reversal of the future net deductions that havwe not wet
beentaken on a tax mtum.

Because the U1.5. federal consolidated tax return NOL camyforward has
been utilized, Giti can begin to utilize its foreign tax credit (FTC) and general
business credit (GBC) carryforwards. The U 8. FTC canyforward period &

10 years. Utilization of foreign tax credits in any yearis restncted to 35% of
formign source taxable income in that year However, overall domestic losses
that Citi has incured of approximately $56 billion 4s of December 31, 2011
are allowed to be wrlassified as formign source income to the extent of 50%
of domestic source income produced in subsequent yeas, and such resulting
foreign soure income would in fact be sufficient to cover the foreign tax
credits being carried forward. &s such, Citi believes the foreign source taxable
income limitation wili not be an mpediment to the foreign tax credit
carryforward usage o long as Citi can generate sufficient domestic taxable
income within the 10-year carryforward period.

Regarding the estimate of future taxable income, Citi has projected iy
pretax eamings, pedominantly based upon the "core” businesses that Citi
intends to conduct going forward. These "core” businesses have produced
steady and strong eamings in the past. Giti believes that # will generate
sufficient pretax earnings within the 10-year carryforward period wferenced
above to be able to fully utilize the foreign tax credit carmyforward, in
addition to any foreign tax credits produced in such period.

4s mentioned abowe, Citi has examined tax planning strategies available
to it in accordance with ASC 740 that would be employed, if necessary, to
prevent a carryforward from expiring and to acoelerate the usage of its
cartyforwards, Thes strategies include mpatriating low-taxed forelgn source
earnings for which an assertion that the earnings hawe been indefinitely
reinvested has not been made, accelerating U S. taxable income infe or
deferring 1.8, tax deductions out of the latter years of the carryforwand
period (e.g., selling appreciated intangible assets and electing straight-line
depreciation), accelerating deductible temporary differences outside the
U, holding onto available-for-sale debt securities with losses until they
mature and selling certain assets that produce tax-exempt income, while
purchasing assets that produce fully taxable income, In addition, the sale
of restructuring of certain businesses can produce significant U S, taxable
income within the relevant camyforward periods.
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As previously disclosed, Citi's ability to utilize its DTAs to offset futum
taxable income may be significantly limited if G iti experiences an
“ownership change,” as defined in Section 382 of the Internal Revenue Code
of 1986, as amended (Godz). Generally, an owrsrship change will occur
thete is a cumulative change in Giti's ownership by "S-pement shareholders”
(as defined in the Gode) that exceeds 50 percentage points over a rolling
thres-year period. Any limitation on Giti$ ability to utilize its DTAs arising
from an ownership change under Section 387 will depend on the value of
Citi's stock at the time of the owneship change.

See Note 10 to the Consolidated Financial Staternents for a futher
description of Citi's tax provision and mlated income tax assets and liabilities.

Approximately $11 billion of the net DTAs was included in Tier 1 Common
and Tier 1 Capital as of December 31, 2011.

Litigation Accruals

Seq the discussion in Note 29 to the Consolidated Financial Staterments for
information regarding Citi's policies on establishing accruals for legal and
regulatory claims.

Accounting Changes and Future Application of
Accounting Standards

See Note 1 to the Consolidated Financial Qatements for a discussion of
“Axounting Changes" andthe "Futum Application of Accounting Standards
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DISCLOSURE CONTROLS AND PROCEDURES

Citi's disclosute controls and procedures are designed to ensure that
information requird to be disclosed under the Securities Exchange Act

of 1934 is mcorded, processed, summarized and reported within the time
periods specified inthe SEC's rules and foms, including without limitation
that information ®quired to be disclosed by Citi in its SEC filings &
accunulated and communicated to marnagement, including the Chief
Executive Officer (GEO) and Chief Financial Officer (CFO) as approptiate to
allow for timely decisions regarding required disclosure,

Citi's Disclosure Commitee assists the CEC and CRO in their
resporsibilities to design, establish, maintain and evaluate the effectiveness
of Citi's disclosure controls and procedures. The Disclosuse Committee
is responsible for, among other things, the oversight, maintenance and
implementation of the disclosure controls and procedures, subject to the
supervision and ovessight of the CEO and CFO,

Giti's managernent, with the participation of its CEO and CFO, has
evaluated the effectiveness of Citigroup$ disclosure controls and procedures
(as defined in Rule 13- 15{e) under the Bxchange Act) as of Decernber 31,
2011 and, based onthat evaluation, the CBO and CRO hawe concluded that at
that date Citigroupss disclosure controls and procedures were effective.
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MANAGEMENT'S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL

REPORTING

Giti's management is resporsible for etablishing and maintaining adequate
internal control over financial mpotting, Giti's internal control over
financial reporting is designed to provide reasonable assurance regarding
the mliability of financial repotting and the preparation of finaricial
statements for extemal reporting purposes in accordance with U.S. gererally
accepted accounting principles. Citi's intemal control over financial
reporting includes thase policies and procedures that (i) pertain to the
maintenance of tecords that in masonable detail accurately and faidy reflect
the transactions and dispositions of Citi's assets; (ii) provide reasonable
assurarge that transactions am recorded as necessary to permit peparation
of financial staternents in accordance with generally accepted accounting
principles, and that Citi's receipts and expenditures are made only in
accordance with authorizations of Giti's management and directors; and (i)
provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of Giti’s assets that could hawe 2
material effect on its financial statements.

Bacause of its inhetent limitations, internal contm] over financial
eporting may not prevent or detect misstaternents. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditiors, or that
the degree of compliance with the policies or procedutes may deteriorate,
In addition, given Citi's lange size, complex operations and global faotprint,
lapses or deficiencies in internal contmls may occur frem time to time

Citi management assessed the effectiveness of Citigroup's internal control
over financial reporting as of Decernber 31, 2011 based on the criteria
set forth by the Committee of Sponsoring Organizations of the Treadway
Comruission (CO80) inInternal Control-Integrated Framework. Based on
this assessrnent, manapement belieses that, as of Decernber 31, 2011, Citis
internal control overfinancial mportting was effective. In addition, there were
no changes in Citi's internalcontrol over financial repotting during the fiscal
quarterended December 31, 2011 that materially affected, oram reasonably
likely to materially affict, Citis intemal control over financial reporting,

The effectiveness of Citi's internal control over financial reporting as
of Decernber 31, 2011 has been audited by KPMG LLE, Citi's independertt
registered public accounting fim, asstated in their report below, which
expressed an unqualified opinion on the effectiveness of Citi's internal
control over financial reporting as of December31, 2011,
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FORWARD-LOOKING STATEMENTS

Gertain statements in this Fomn 10-X including but not limited to statements
included within the Managernent's Discussion and Analysis of Financial
CGondition and Results of Operations, are "forward-looking statements"
within the meaning of the rules and regulations of the SEC. In addition,
Citigroup alse rnay make forward-looking statements in its other documents
filed or fumished with the SEC, and itsraanagement may make forward-
looking statements orally to analysts, investors, mpmsentatives of the media
and others.

Generally, forward-looking statements are not based on histerical facts
but instead represent only Citigroups and its management § beliefs regarding
futum events. Such statements may be idert fied by words such as beliene,
expedt, anticpate, intend, eskimate, may increase, may fiuctude, and
stmilarexpressions, or future or conditional verbs such as wdfl, showla,
wordd and coudd.

Such staternents are based on management's current expectations and
ate subject to uncertainty and changes in cimumstances. Actual msults
and capital and other financial condition may differ materially from these
included in these staternents due to a variety of factors, including without
limitation the precautionary staternents included in this Form 10-K, the
factors listed and described under ""Risk Factors” zbove and the factoms
described below:

¢ the ongoing potentia! impact of significant regulatory changes aund
the world on Git{'s businesses, revenues and earnings, and the possibility
of additional regulatory requirements beyond those already proposed,
adopted or currently conternplated by U 5. or international regulators;

¢ the uncertainty around the ongoing implernentation of The Dodd-Frank
Wall Stmet Refomrn and Consumer Protection Act of 2016 (Dodd-Frank
Act), as well as international efforts, on Citi's ability to manage its
businesses, the amount and timing of increased costs, and Gitl's ability to
compete with U 8. and foreign competitors;

& Citi’s ability to meet prospective new regulatory capital requirements in
the timeframe expected by the market or ifs regulators, the impact the
rontinued lack of certainty surrounding Citi's capital requirements has
on Giti's long-tern capital planning, and the extent to which Citi will
be disadvantaged by capital requirements compared to U8, and non-
US. competitors;

* the mpact of the proposed ruiks relating to the regulation of derivatives
under the Dodd-Frank Act, as well as similar proposed international
derivatives regulations, on Citi’s competitiveness in, and earnings from,
these businesses;

s the impact of the proposed estrictions under the '"Volcker Rule”
provisions of the Dodd-Frank Act on Giti's market-making activities, the
significant corpliance cests associated with those propesals, and the
potential that Citi could be forced to dispose of certain investrnents at less
than fair value;

* the potential impact of the newly formed Corsumer Financial Protection
Bureau on Citi's practices and operations with respect to a number of its
1.5 Consumer businesses and the potential significant costs associated
with implementing and complying with any new egulatory requirements;

124

-*

the potential negative impact to Giti of regulatory requirments inthe U 8.
and other jurisdictions simed at facilitating the orderly msolution of large
financial institutions;

Citi's ability to him and retain highly qualified employess as a mesult of
rgulstory requimments regarding compensation practices ot otherwiss;
the impact of existing and potential futum regulations on Citi's ability
and costs to pasticipate in securitization transactions, as well as the natue
and profitability of sscuritization transactions generally;

* potential future changes to key accounting standards utilized by Citi and

their impact on how Citi cords and mpotts its financial condition and
msults of operations, including whether Citi would be ableto meet any
equired transition timelines,

the potential negative impact the ongoing Eurezone debt crisis could
haw on Citi's busiresses, results of operations, financial condition and
liquidity, paticularly f sovereign debt defaults, significant bank failures
or defaults and/or the exit of one or more countries from the Buropean
Monetary Union eccur;

the continued uncertainty relating to the sustainability and pace

of economic recovery and theircontinued effect on cedtain of Giti's
businesses, patticularly S6.8 and the U.S. mortgage businesses within (2
Holdings — Local Consumer Lending;

the potential fmpact of any further downgrade of the US. govemment
cedit rating, or concerns regarding 4 potential downgrade, on Citi's
businesses, results of operations, capital and funding and liquidity;

risks arising from Citi's extersive operations outside the U S, particularly
in emerging markets, including, without limitation, exchange

cortrols, limitations on foreign investments, sociopolitical instability,
nationalization, closure of branches or subsidia ties, confiscation of assets,
and sovereign volatility, as well as increased compliance and regulatory
risks and costs;

the irnpact of external factors, such as market disruptions or negative
matket perceptions of Citi or the financial services industry generally, on
Giti's liquidity and/or costs of funding;

the potential negative impact on Citi's funding and liquidity of a
wduction in Citi's or its subsidiaries' credit ratings;

the potential outcorne of the extensive litigation, inwestigations and
inquiries pettaining to Giti's U.5. mortgage-related activities and the
impact of any such outcomes on Citi's businesses, business practices,
eputation, financial condition or results of operations;

the negative impact of the rernaining assets in Giti Holdings on Citi's
msults of operations and Citi's ability to more productively utilize the
capital supporting thess assets;

the potential negative impact to Citi's common stock price and market
perception if Citi & unable to increase its common stock dividend or
initiate 2 share repurchase prograrm;
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Giti's ability to achiewe its targeted expense reduction lewels as well as
ensuring the highest level of productivity of Giti's previous or future
imestment spending;

the potential negative impact on the value of Giti's deferred tax assets (DT4s)
fUS., state or foreign tax rates am reduoed, or if other changes aremadeto
the U1.8.tax system, such aschanges to the tax treatment of forsign business
income;

the expiration of the active financing income exception on Citi's tax
expense;

the potential impact to Citi from evolving cybersecurity and other
technological risks and attacks, which could msult in additional costs,
eputational damage, regulatory penalties and financial losses;

the accuracy of Citi's assumnptions and estimates used to prepare ifs
financial staterents and the potential for Giti to experience significant
losses # these assumptions or estimates are incorrect;
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¢ the inability to predict the potential outcorne of the extensive lega and
regulatory proceedings that Citi is subject to at any given time, andthe
impart of anysuch outcomes on Giti's businesses, business practices,
meputation, financial condition or results of operations;

¢ (Citi's inability to maintain the value of the Citi brand; and

* Giti's concentration of risk and the potential ineffectiveness of Citi's risk
management processes, including ifs risk monitoring and risk mitigation
techniques.
Any forward-loo king statements made by ot on behalf of Citigroup speak

only as to the date they are made, and Citi does net undertake to update

forward-looking statements to reflect the impact of cirsumstances ot events
that arise after the date the forward-looking statements were made.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM—
INTERNAL CONTROL OVER FINANCIAL REPORTING

LA

The Board of Dimctors and Stockholdess
Gitigroup Inc..

We haw audited Citigroup Inc. and subsidiaries’ {the “Company” or
“Citigroup” ) internal contm!| over financial seporting as of December 31,
2011, based on criterta established in Internal Control—Integrated
Framework ssved by the Comrnittee of Sponsoring Otganizations of the
Treadway Commission {C0$0). The Company's management is resporsible
for maintaining effective internal control over financial mpotting and for its
assessment of the effectiveness of intemal control over financial reporting
included in the accompanying management's annual mport on infernal
control ot financial mpotting. Our responsibility is to express an opinion on
the Company’s intemal control over financial reporting based on our audit.

We conducted ouraudit in accordance with the standards of the Public
Corpany Accounting Owersight Board (United States). Those standards
requite that we plan snd perfom the audit to obtain masonable assurance
about whether effective internal control over financial repotting was
maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial mpotting, sssessing the
risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk.
Our audit alss included pedorming such other procedures as we considered
necessary in the cimumstances. We believe that our audit provides a
reasonable basis for our opinion,

Acompany's internal contm] over financial reporting is & process desigred
to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. Acompany's
internal control overfinancial mpotting includes those palicies and
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procedures that (1) pertain to the maintenance of records that, in masonable
detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide masonable assurance that transactiors
are recorded as necessary to permit preparation of financial staterments in
accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accardance
with authorizations of management and directors of the company; and
{3) provide easonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or dispesition of the company's assefs that
could hawe 2 material effect on the financial staterments.
Because of #s inherent limitations, internal contro] over financial
reporting may not prevent or datect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that
controls may becomne inadequate because of changes inconditions, or that
the degree of compliance with the policies or procedums may deteriorate.
In our opinion, Citigroup maintained, in all material respects, effective
internal control over financial mpotting as of December 31, 2011, based on
criteria established in Internal Control—Integrated Pramesvork issued by
the Committee of Sponsoring Organizations of the Treadway Commission.
We also have audited, in accordance with the standards of the Public
Company Accounting Ovessight Board (United States), the consolidated
balance sheefs of Gitigroup as of December 21, 2011 and 2010, and the
welated consolidated staterments of income, changes in stockholders'
equity and cash flows for each of the years in the thres-year period ended
Decernber 31, 2011, and our teport dated February 24, 2012 expmssed an
unqualified opinion on these consolidated financial statements.

KPMar LLP

New York, New York
February 24, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM—
CONSOLIDATED FINANCIAL STATEMENTS

!!‘ 4 I/,!

Lovfes R

The Board of Diwctors and Stockholders
Gitigroup Inc.:

We have audited the accompanying consolidated balance sheets of Citigroup
Ine. and subsidiaries (the "Company” or "Citigroup™) as of Decernber 31,
2011 and 2010, andthe mlated consolidated staterents of income, changes in
stockholders' equity and cash flows for each of the years in the three-year period
ended Decarnber31, 2011. These consolidated financial statements am the
responsibility of the Company's management. Our resporsibility is to expess
an opinion on these consolidated financial statements based on sur audits.

We conducted our audits in accondance with the standarcs of the Public
Company Acoounting Oversight Board (United States). Those standards mquise
that we plan and pefomn the audit to obtain rasonable assurance about
whetherthe financial gatements am free of material misstatement, An audit
includes examining, on & test basis, evidence supporting the amounts and
disclosures inthe financial staternents. An audit akso includes assssingthe
accounting principlks used and significant estimates made by management,
as well a5 evaluating the owerall financial statement pesentation. We beliewe
that our audits provide 4 reasonable basis for our opinion.

127

In our opinion, the consolidated financial statements referred to abowe
present faidy, in all material mspects, the financial position of Citigroup as
of Decernber 31, 2011 and 2010, and the results of its operations and itscash
ftows for each of the years in the three-year period ended December 31, 2011,
in conformity with U.S. generally accepted accounting principles.

As discussed in Note I to the Consolidated Rinancial Statements, in 2010
the Company changed its method of accounting for qualifying special
putpose entities, variable interest entities and embedded credit derdatives.

We also hawe audited, inaccordance with thestandards of the Public
Company Axounting Cversight Board (United States), Citigroup's intemal
control owrfinancial epotting a5 of December 31, 2011, based on criteria
established in Internal Control—Integrated Pramenork ssued by the
Comrittee of Sponsoring Organizations of the Teadway Commission (COS0},
and our eport dated February 24, 2012 expressed an unqualified opinion on
the effectiveness of the Company's infemal control over financial rporting,

Krme

New York, New York
Pebruary 24, 2012
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF INCOME Citigroup ine. and Subsidlaries
Year snded December 31,

b miffons of dofiars, excepl per-share amounts 2011 2010 2009
Revenues
Irterast ravenue $ 72,881 $ 79,282 $ 76,398
Interest expense 24,284 25,096 27,902
Nat interest revenue $48447 § 54186 $§ 48,466
Commissions and fees $128850 313658 $ 15485
Pringipal transactions 7,234 7,517 6,068
Adrinistration and other fiduciary fees 3,005 4,005 5185
Realized gains flosses) on sales of investmants, net 1,807 2411 1,896
Other-than-temporary impairment logses on investmants

Gross impajrment losses {2,418) {1,495) {7,262)

Less Impaiments recognized in A0CH 158 84 4,356

Net impairment losses recognized In earnings {2,254) {1,411) $ {2.906)
Insurance premiums 2647 ¢ 684 $ 3020
Qther revenue 3,437 3,551 2,931
Total non-interest revenues $20008 ¢ 32415 $ 31,789
Total revenuas, net of interest expense $ 78353  § 85,601 $ 80,285
Provisions far credit losses and for benefits and claims
Provision for loan osses $ 14,718 § 25144 § 38,750
Pollcyholder benefits and claims 972 65 1,258
Provision {release) for unfunded lending commitments 51 {117) 244
Total provisions for credit losses snd for benefits and claims $ 12,798  § 26,042 § 40,262
Operating expenses
Compensation and benefits $ 25,588 § 24430 4§ 24,987
Premises and equipment 3,326 333 3,697
Technology/communication 5,183 4,924 5215
Advertising and marketing 2,346 1,645 1,415
Restructuring — — {113)
Other operating 14,440 13,045 12,621
Total operating expenses $50033 ¢ 47375 $ 47,822
Income (loss) fram continuing operations bafore income faxes $14824  § 13184 $ {7,799
Provigion (bengfit) for income taxes 3,521 2,233 16.733)
Income {loss) from continuing operations $ 11,103 § 10,951 $ (1,066)
Discontinued operations
Income foss) from discontinued operstions $ 28 § 72 § 653
Galn {oss) on sale 155 (702 102
Provigion (enefit) for income taxas 86 {562) (108}
Income {loss) from discontieued operations, nel of taxes $ 12 3 (6B $  445)
Net income (loss) betore attribution of noncoatrolling interests $11.215  §10,883 § 0511
Net income attribitable 1o noncontrolling interests 148 281 85
_cﬂlroup'a net incoms (loss} $ 11,087 $ 10,602 3 {1606
Basic earnings per share ('@
Incoma §oss) from continuing operations $ 380 § 366 § @5
Incoma Joss) from discontinuad operations, net of taxes 0.04 {0.01) {0.38)
Net income (loss) $ 313 § 385 $ (.99
Welghted sverage common sharas oulstanding 2,000.8 2,877.8 1,156.8
Diluted earnings per share ™%
Incoms §oss) from continuing operations $ 358 § 35 § @81
Incoma foss) from discontinued operations, net of taxes 0.04 {0.01} {0.38)
Net income ‘!ossi $ 393 3 354 § {99
Adjusted walghted average common shares cutstanding 29988 2,967.8 1,209.9

1y Earnings per sham amounts and ad)justod weighted averaga comman shares oatstanding 1or af periods Bfect Chgroup's 1110 Bverse stock splt, which was eflactie May 6, 2011
@ D80 the net oss avalatia 10 ComMOon ShaRAOKETS in 2009, DSs avalabie 1D cOMAMOR SHCADHES 1or bas FPS was o 1) cabulae divied EPS. inclucig the eact of diithe sacurties woutd resulin asfl-dfito
S 10tes B e Consoliialed Fnancil Satements
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CONSOL IDATED BALANCE SHEET Citigroup Inc. angt Subsidfaries

December 31,

In miffons of dolrs, except shares 2011 2010
Assets
Cash and due from banks (inclucing segregatad cash and other deposits) $ 28701 § 27972
Depasits with banks 155,784 162,437
Faderal funds sold and sacurities borrowed or purchased under agreements to reself (including $142,862 and $87 512

a8 of December 31, 2011 and 2010, respectively, at fair value) 275,848 246,717
Brokerage receivablas 21m 31,213
Trading account assets fincluding $109,719 and $117,554 pladged to creditors at December 31, 2011 and 2010, respectively) 201,734 317,272
Imeestments dneluding $14,940 and $12,546 pledged to creditors af December 31, 2611 and 2010, respectively, and $274,040 and

$281,174 at December 31, 2011 and 2010, respectivaly, at fair value) 235418 318,164
Loans, net of unearned income

Consumer {including $7,326 and $1,745 as of December 31, 2011 and 2010, respectively, at fair value) 23,131 455,732

Corporate (including $3,939 and $2,627 at December 31, 2011 and 2010, respactively. at fair vahig) 28511 183,062
Loans, net of unearnad incoms $ 647282 § 648794

Allowance for loan lossas {30,115) {40,655)
Total loans, nat $ 817127 § 608,139
Goorill 2548 26,152
Intangible assets {other than MSRs) 6,800 7,504
Mortgage servicing rights (MSRs) 2560 4,554
Oher assats (ncluding $11,241 and $19,530 as of December 31, 2011 and 2010, respectively, at fair valug) 148,811 163,778
Total assets $1,873.878 $1,813,902

The following table presents certain assats of consolidated variable interest entities (VIEs), which ae included in the Consolidated Balance Sheet above.
The assets in the table below include only those assets that can be used to settle obligations of consolidated VIEs on the following page, and are inexcess of
those obligations. Additionally, the assets in the table below include third-party assets of consolidated ViEs only, and exclude intercompany balances that
eliminate in consofidation.

December 31,
i miffons of collers 2011 2010
Assets of consolidated VIES that can only be used 1o settis obligations of consolidated VIEs
Cash and dus from banks $ 538 § 799
Trading account 553ets 587 6,509
Invastmants 10,582 7,546
Loans, aet of unearned income
Consumer fncluding $1,292 and $1,718 as of December 31, 2011 and December 31, 2010, respectively, fair value) 103,275 117,768
Corporate {including 3198 and $425 as of December 31, 2011 and December 31, 2010, respectively, fair value) 23,180 23,537
Loans, net of unearned income $127,055 $141,305
Allowvance for foan losses {8,000} {11,346)
Total toans, net $118,055 $129,959
Other assets 68 680
Total assels of consolidated VIEs thal can only be used 1o seitis obligations of consalidated VIEs $131,508 $145,8493

Statement continues on the next page.
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CONSOLIDATED BALANCE SHEET Ciigroup Inc. and Subsidfaries

{Continued) Decomber 81,
& mitkons of doilars, sxcept shares 2041 2010
Lisbilities
Non-intereat-be aring deposits In US. offices $ 119,437 § 78,268
Interest-bearing deposits In U.S. offices {including $848 and $662 of Decernber 31, 2011 and 2010, respectively, at fair valug) 228,851 22573
Non-interest-bearing deposits in offices cutside the U.S. 57,857 55,066
Interast-bearing depositsin offices outside the U.S. (including $478 and $803 at December 31, 2011 and 2610, respectively, at falr value) 465,291 485,903
Total deposits $ 865836 $ 544,963
Federal funds purchased and securities loaned or sold undar agreements to repurchase fncluding $112,770

and $121,193 as of December 31, 2011 and 2010, respactively, at fair value} 108,373 188,558
Brokerage payables 56,608 51,749
Trading account Habiities 126,082 129,084
Short-tem borrowings (ncluding §1,354 and $2,429 at December 31, 2011 and 20710, respectively, at tair value) 54,441 78,790
Long-tarm debk {includng $24,172 and $25,997 at December 31, 2011 and 2010, respectivaly, at fair value) 823,508 381,183
Other labilttes ¢ncluding $3,742 and $9,710 as of December 31, 2011 and 2010, respectively, at fair value) 69,272 72,811
Total liabifities $1,084.305 $1,748,113
Stockholders® equity
Prefarred stock {$1,00 par valug; authorized shares 30 million), issued shares: 12,038 at Decembsr 31, 2011 and December 31, 2010, at

aggregate liquidation value $ 312 $ 312
Common stock ($0.01 par valug; authorized shares: 6 billion), issued shares: 2,887,755,821 at December 31,2011

and 2,922,401,623 at December 31, 2010 o) 29
Additional pald-in capital 105,804 101,287
Ratained earnings 90,520 79,559
Traasury stock, at cost 2011-~—18,877,688 shares and 2010—16,565,572 shares {1,071) (1,442}
Bccumulated other comprehensive income {loss) {17,788) (16,277
Total Citigroup stockholders® equity $ 177,808 $ 1563468
Noncontroliing interest 1,767 2,321
Total equity $ 179518 $ 165789
Total liabiiities and equity $1,873,878 $1,913,802

The following table presents certain liabilities of consolidated VIEs, which ar included in the Consolidated Balance Sheet abowe. The liabilities in the table
below include third-party labilities of consolidated VIEs only, and exclude intercompany balances that eliminate in consolidation. The liabilities ako exclude
amounts where creditors or beneficial interest holders haw recourse to the generl credit of Citigroup.

Dacember 31,

I mifions of collars 2011 2010
Uiabiiltles of consolidated VAES for which creditors or beneficial interest holders do nof have recourse to the

general cradit of Citigroup
Short-term bormowings $21009  §22,046
Long-term detk (including $1,558 and §3,942 as of December 31, 2011 and December 31, 2010, respectively, fair value) 50,451 69,710
QOther liabilities 581 813
Total Habilities of consolid ated VIES for which craditors or beneficial interest holders do not

have recourse to the a:neral credit of cmimug $72£47 $ 92 569

See Notes 10 tha Qansolidated Financisl Statements,
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CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY Citigroup Inc. and Subsidaries

Yesr ended December 31,
Amounts Shares

In miions of dofiars, axcapt shares In housands 2011 2010 2003 201t 2010 2008
Preferred stock at aggregate liquidation value
Balance, beginning of year § 312 $ 312 § 70,664 12 12 829
Redemption of retirament of prefamad stock s — (74,005) — — {824)
Issuance of naw praferred stock — — 3,530 e — 7
Preferrad stock Serlas H discount aceretion — — 123 e — o
Balance, end of year $ 312 $ 2 § 312 12 12 12
Common stock and additional paid-in capitai
Balancs, baginning of year $101,316 § 98428 § 19,222 2,922,402 2,862,610 567,174
Employes benefit plans 768 (738} {4,385) 3540 46,703 —
Canversion of preferred ok to common stack s — 61,863 — — 1,737,259
Resaet of comvertivle preferred stock convarsion price — — 1,28% — e e
Issuance of sharas and T-DECS for TARP repayment —_ — 20,2498 _— 1,270 588177
Issuance of TARP-related warrants -— — §8 - — —
ADIA Upper Decs Equity Units Purchase Cortract 3,750 3,750 — 11,781 11,781 —_
Other 1 {126} (33) 33 38 —
Balance, end of yaar $105,833 $101,316 3 98,428 2,937,756 2,822,402 2,862,610
Retained sarnings
Balancs, baginning of year $ 79559 § 77,440 § 86,521
Adustment to opening balance, net of taxes™ @ — {8,483 413
Adjusted balance, beginring of period $ 79,559 § 68,957 $ 86,934
Citigroup’s net income foss) 11,067 10,602 {1,606}
Common dvidends @ @81) 10 (36}
Prafemed dividends {26) {9 {3,202)
Praferred stock Serles H discount aceration o o (123)
Resat of convertible preferrad stock conversion price — - {1,285)
Conversion of praferred stock to common Stock — o {3,242}
Other 1 {1 —_—
Balance, end of year § 90,520 $ 79,559 § 77,440
Treasury stock, at cost
Balance, beginning of year $ (1,482) 3 4543 § (8582 {16,568) (14,283) {22,168)
Issuance of shares pursuant to employes benefit plans m 3,108 5,020 2,714 2.128) 7,925
Treasury stock acquingd {1) ] 3 (286) (162} @7
Other — 1 22 — 7 57
Palance, end of year $ (12111 3 p 442} § {4,543 (13&81 (16,566} (14@;‘3)

Statement continues on the next page.
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CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

Citigroup Ine. and Subskaries

(Continued)
Year ended December 31,
Amounts Sharss
in miftons of dolizrs, except shares In thousands 2011 2010 20069 2011 2010 2008
Accumulsted other comprehensive income (loss)
Balanca, beginning of year ${18217) $ (18,937 $ 25,195)
Adjustmant to opening balance, nat of taxes @ — — 413
Adjusted balance, beginning of year ${182TH  $(1893N $ 05,608
Nat change in unrealized gains and losses on invesiment securities, net of taxes 2,380 1,952 5713
Nat change in cash flow hedges, nat of taxes {170) £32 2,007
Net change In foreign currency translation adiustment, net of taxes and hedgss (3524) 320 203)
Pension liability adustment, nat of taxes ® {77) (644) 846)
Net changs in Accumulated other comprehiansive income floss)
bafore attribution of noncontrolling intere st $ (1511) § 2860 $ 6871
Balance, end of year $(17,788)  $0627H ${893N
Totat Citigroup common stockholders’ equity and
common shares outstanding 5177494 $163,156 $152,388 2,828,878 2905836 2848327
Total Citigroup stockholders' equity $177,806 $163,468 $152,700
Noncontrofling interest
Balance, baglnning of year $ 231 § 2273 § 2392
Initiat origination of a noncontrofting interest 28 412 285
Transactions between noncontrofling-interest
shareholders and the related consolidated subsidiary — — {134}
Transactions batwaen Citigroup and the noncontrolling-interest shareholders {274) {231) {354)
Nt income alirbutable to noncontrolling-intsrest shareh ciders 148 23 95
Dividends paid to noncontrolfing-interest shareholders &7 {99) (7
Accumilated other comprehansive income——net changs in unrealized galns and
1nsses on investment sscudties, net of tax &) 1 5
Accumulated other comprehensive incoma {lossy—net change
in FX translation adjustment, net of tax 87) (27) 39
All other {291) {289) {38)
Net change in noncontrolling interesis $ (554 & 48 § 19
Balancs, snd of year $ {87 § 231 $ 2,273
Totel equity $179573 §165,783 $154,973
Comprehensive incoma (loss)
Net income {loss) before attribution of noncontrolling intemsts $ 11215 $ 10,883 § (1.511)
Net change in Accumulated other comprehaasive income (05s) {1,803) 2,63 6,715
Total comprehensive income {loss) $ 8812 § 13,517 § 5204
Comprehensive income {Joss) attributable to the
noncortrolting interests $ 66 & 255 ¢§ 138
comguheum Income fioss) attributabls to clnaroug $ %56 $ 13,262 $ 5065

) The atjustment 1 the opening bakancs for Galaimad aersings i 2010 reprsents the cumulaie efect of nftially adoriing ASC 810, Cansaidabon SFAS 167) and ASU 2010-11 (oo Breaption Ralatal b Embedded

Cradit Deriatives). See Nota 110 the Consufidatad Firancial Statements

@ The ajusiment v the oening belinces ©1 Aaodd sarmings and Accumulated Dier comprahensive income (0ssh b 2009 Bpresents the cum uialive afiact of inkialy adopting ASC 320-10-35-34 RSP PAS 115.2

and FAS 124-2). See Note 1 10 the Consoldatect Fnancial Stalements

3 Common diiends in 2030 represent a weversal of Gividencs accrued an Brigkues of prviousty Esusd et uested empoyee ook awands misted 10 empbyees who have left Ciignup. Common dwidends declared
wers a5 Tolows: 30.01 per share i 1he sooond, ird and Durth geanersol 2011, $0.01 per share in 1e et quarer of 2008

@ Allopeh market repichases wee trasacied under an existing austhodzed Sham repurchase man and relak 1o customar fakroes

G Relipcts adjstmants Yo the Tuated STalus of pensioh and poctistimment plans, Which 15 the diflmace batwea the Tar vake of the pin 455085 and the pojeckd tenefit stiigation See Note 9 10 the Consolidated

Financid Staements.

e hotes o the Consolidaled Financial Statements
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CONSOLIDATED STATEMENT OF CASH FLOWS Citigroup Inc. and Subsldiarkss

Year ended December 31,
in riffons of oolars 2011 2010 2008
Cash flows from opersting activities of continuing operstions
Net incoms (loss) betore attribution of noncontrolling interests & 1205 § 10,883 $ (1511
Net incoma attributable to noncontrolilng interesis 148 281 a5
Citigroup's net income (Joss) $ 11,067 § 10602 $ {1,606)
income (foss) from discontinued operations, net of taxes 17 215 #02)
Gain {loss) on sale, niet of taxes 05 {283) @43}
Income (loss) from continuing operations-~excluding noncontrolling interests $ 10,955 3 10870 § @.181)
Adjustments 1o reconcile net income (loss) 1o net cash provided by (used in) operating activitias of
continuing operations
Amortization of deferrad policy scquisiion costs and prasent value of futurs profits $ 250 § 302 § 43
(Addiions)/recuction s to deferred pollcy acquisition costs 54) 99 et
Dapreciation and amotization 2,872 2,664 2,853
Detemed tax benofit {14) {964) 7.709)
Provision for credit losses 11,824 25,077 34,004
Change in trading account assets 25538 15,601 25,864
Changa in trading account liabilifies (2,972) (8,458) {25,382)
(Change in faderal funds sold and securities borrowsd of purchased under sgreements to resell (28,132} {24,695) @3726)
Change in faderal funds purchased and securities loaned or sold under agraements to repirchage 8815 35,277 W7,869)
Changa in brokerage recsivablas net of brokerage payabiss 8,388 (6,676) 1,847
Realizad gsins from sales of investmants {1,967) {2.411) (1.996)
Change in lvans held-for-sale 1,021 2,483 1,71
Other, net 9312 {13,088) 5,203
Total adjustments $ 33,78 § 25018 $ (53,449)
Net cash provided by {used in) operating activities of continuing operations $ 44741 $ 35686 $ {54,610)
Gash flows from investing activities of continuing operations
Change in daposits with banks $ 06,858 § 4977 $ 2518
Change in loans {11,559 60,730 (148,651}
Proceads from sales and securitizations of leans 10,022 9918 241,367
Purchases of invedments (314,250} {406,046} {281,115)
Proceeds from sales of imvestments 182,568 183,688 85,395
Proceeds from maturities of investments 139,958 189,814 133.614
Capital expenditures on premises and equipment and capitalized software {3,448) {2.363) (2.264)
Proceads from sales of premises and equipment, subsidiaries and affifiates, and repossessed assels 1,323 2618 6,303
Net cash provided by {used in) investing aclivities of continuing operations $ 11,268 § 43337 $ 37168
Cash tlows from financing activities of continuing operations
Divldands paid $ (o 3 i) $ (3.230
Issuance of common stoack _— — 17,514
Issuances of T-DECS—APIC _ — 2,784
Issuance of ADIA Upper Dacs exquity units purchasa contract 3,750 3750 —
Treasury stock acquired 4] ) 6]
Stock tendered for payment of withholding taxes {230) {806) {120)
Issuance of long-term debt 30,242 33677 116,088
Payments and redemptions of long-temn debt (@9,081) {75.910) (123,743}
Change in deposits 28,868 8.065 61,718
Change in shot-term borrowings (25,067) {47,189) {51,935)
Net cash (used in) provided by tinancing activities of continuing operations $ (56648) § (77428) § 13008
Effect of exchange rate changes on cash and cash equivalents $ (1301 § 691 $ 632
Discontinued operations
Net cash provided by (used in) discontinued operations $ 2860 § 4 $ 23
Change in cash and dus from banks $ 728 § 2500 $ (3781
Cash and due from banks at beginning of peried 21,8712 25472 28,253
Cash and due from hanks at end of Eﬁod $ 28&10i § 27972 § 25472
Supplemental disclosure of cash flow information for continuing operations
Cash paidfraceived) during the year for Income taxes $ 2705 § 4307 $ (289
Cash pald during the year for inferast $ 21,230 § 23,208 $ 28,389
Non-cash investing activities
Transfars to OREQ and other repossessad assats $ 1,284 § 2595 § 2880
Transters to trading account assets from invastments (avall abbe-for-sale) _— 12,001 —
Transters to trading account agsets fram investments meid{o-matuﬂm $ &700 $ — $ —

Son Notiss o he Qunsolidated Financiat Satements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation
The Gonsolidated Financial Statements include the aocourts of Citigroup
and itssubsidiaries. The Company consolidates subsidiaries in which it
holds, dimctly or indirectly, more than 50% of the vting rights or wheee
it exercises control. Entities where the Gornpany holds 20% to 50% of the
voting fights and/or has the ability to exercise sigrificant influence, other
than investments of designated venture capital subsidiaties, or investments
accounted for at fair value under the fair value option, are accounted for
under the equity method, and the pro rata share of their income (loss) &
included in (her repensie. I ncome from investments in less than 20%-
owned companies is mcognized when dividends are received. As discussed
below, Citigroup consolidates entities desmed to be variable interest entities
when Gitigroup is determined to be the primary beneficiary. Gains and losses
on the disposition of branches, subsidiaries, affiliates, buildings, and other
investrents ar included in Other revenue.

Throughout thess Notes, "Citigroup”, "Citi" and "the Company” wfer to
Citigroup Ire. and its consolidated subsidiaries,

Cettain reclassifications have been made to the priorperiods’ financial
statements and notes to corfomm to the current pefiod's prsentation.

Citibank, N.A.

Gitibank, NA. is 4 cornmercial bank and wholly owned subsidiary of
Citigroup Inc. Citibank's principal offerings include: Corsumer finance,
mortgage kending, and retail banking products and services; investrent
banking, commercial banking, cash management, trade finance

and e-commerce products and services; and private banking products
and services.

Variabte Interest Entities

Anentity is teferred to as 2 variable interest entity (VIE) ¥ it meets the criteria
outlined in ASC 810, Comsolidation (formerly SEAS No. 167, Amendments
lo FASB Interpretation No. 46(R)) (SFAS 167), which are; (1) the entity has
equity that is insufficient to permit the entity to finance its activities without
additional subordinated financial suppott from other parties; or (2) the
entity has equity investors that cannot make significant decisions about the
entity's operations o that do not absorb their propottionate share of the
entity's expected losses or expected returns.

Prior to January 1, 2010, the Company consclidated a VIE if it had a
majority of the expected losses or 2 majortty of the expectad residual returns
or both. &s of January 1, 2010, when the Company adopted SFAS 1675
amendments to the VIE corsolidation guidance, the Gompany corsolidates a
VIE when it has both the power to direct the activities that most significantly
impact the ViE'seconomic suocess and a right to receive benefits or absorb
Inssas of the entity that could be potentially signfficant to the VIE (that is, it is
the primary beneficiary).

137

Along with the VIEs that ar consolidated in accordance with thes
guidelines, the Company has variable intersts in other V1Es that are
niot corsolidated because the Company is not the primary beneficiary.
These include multi-sellerfinance companies, certain collateralized debt
obligations {CDOs), many structured finance transactions, and various
investment funds.

Howeer, these VIEs as well as all other unconsolidated VIEs are
continually monitored by the Company to detemnine if any events hawe
occurred that could cause its primary beneficiary status to change, These
events include:

¢ additional purchases or sakes of variable interests by Citigroup or an
unrelated third party, which cause Citigroup's overall variable inferest
ownership to changs;

changes incontractual amangements in 2 manner that reallocates
expected losses and residual meturns among the variable interest holdars;

changes in the patty that has power to direct activities of 2 VIE that most
significantly impact the entity'seconomic performance; and
providing support to anentity that results in an implicit variable interest,

All other entities not deerned to be VIEs with which the Company has
involvernent are evaluated for consolidation under other subtopis of ASC
810 (formerly Accounting Research Bulletin (ARB) No. 51, Consolidated
Financaal Saternents, SFAS No. 94, Consolidation of 86 Maority-Owned
Substdigrigs, and BITF [ssue No. 04-5, "Determining Whether a Generl
Partrer or the General Partners as 2 Group, Contols 2 Limited Patnership
or Sirnilar Entity When the Limited Partrers Hawe Certain Rights")

Forelgn Currency Transtlation

Assefs and liabilities of foreign operations a translated from their respective
furctional currercies into U 8, dollars using period-end spot foreign-
exchange tates, The effects of those translation adjustments are reported in

& separate component of stackholders’ equity, along with related hedge and
tax effects, until malized upon sale or Hquidation of the foreign operation.
Revenues and expenses of foreign operations a® translated monthly from
their mspective functionalcurrencies into U S, dollars at amounts that
approximate weighted aerage exchange rates.

For transactions whose terms are denominated in a curcency other than
the functional currency, including transactions denominated in the local
currencies of fowrign operations with the U.S. dollar as their functional
currency, the effects of changes in exchange rates are pamarily included in
Principal trapsactions, along with the related hedge effects. Instruments
used to hedge foreign curmncy exposures include foreign curmncy forward,
option and swap cortracts and designated issues of non-U S, dollardebt.
Poreign operations incountries with highly inflationary economies designate
the U8, dollar as their functional cumency, with the effects of changes in
exchange rates primarily included in Other revenue
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Investment Securities

Investroents include fixed income and equity securities, Fixed income

instruments include bonds, notes and redeemable preferred stocks, as well as

certain loan-backed and structured securities that are subject to prepayment

risk. Bquity securities include commen and nonmdeemable preferred stock.
Investment secudties are classified and accounted for as follows:

Fixed income securities classified a5 "held-to-maturity” mpresent
securities that the Company has both the ability and the fntent to hold
until maturity, and a® carried at amodized cost, Interegt income onsuch
secuirities is included in Interest revenue.

Fixed income securities and marketable equity securities classified

a3 "available-for-sale” am carmied at fair value with changes in fair

value mpoted in a separate component of Sockbolders’ eguisty, ret of
applicable income taxes. As described in mom datail in Note 15to the
Corsolidaled Financial Statements, credit-related declines in fair value
that are determined to be other—than-temporary am mcorded in earnings
immediately. Realized gains and losses on sakes are included in income
primarily on a specific identification cost basis. Interest and dividend
income on such securities is included in duiorest revensie,

Venture capital investments held by Citigroup's private equity subsidiaries
that are considered investrment companies a carried at fair value with
changes in fair value reported in Other repenisse. These subsidiaries
include entities registered as Small Business Inwestment Companies and
engage exclusively in venture capital activities.

Cartain investments in non-marketable equity securities and certain
investments that would otherwise have been accounted for using the
equity rethod are carried at fair vajue, since the Gornpany has elected to
apply fair value accounting. Changes in fair value of such investments ae
rcorded in earnings,

Gertain non-marketable equity securities are carried at cost and
periodically assessad for other-tha n-femporary impairment, as set out in
Note 15 to the Corsolidated Financial Statements.

For investrnents in fixed incorne securities clasified as held-to-maturity
or available-for-sale, accrual of irterest incore i suspended for investrents
that ate in default ot on which it is likely that future intemst payments wll
not be made a5 scheduled.

The Company tses 2 number of valuation techniques for investments
carried at fair value, which am described in Note 25 to the Consolidated
Financial Staternents. Realized gaing and losses on sales of investnents are
included in incorre

Trading Account Assets and Llabitities

Trading accovnt assels include debt and marketable equity securities,
derivatives in 2 peceivable position, esidual interests in securitizations and
physical commodities inventoty, In addition (as descrbed in Note 26 to
the Corsolidated Financial Staternents), certain assets that Citigroup has
ekcted to carty at fair value under the fair value option, such as loans and
putchased guarantees, are also included in Tyading account assels.
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Trading account liabiies include securities sold, not yet purchased
(short positions), and derivatives in a net payable position, as well as certain
liabilities that Citigroup has elected to carry at fair value (as described in
Note 26 to the Comsolidated Financial Statements),

Other than physical commodities inventory, all trading account assets
and lisbilities are carried at fair value. Revenues generated from trading
assets and trading liabilities am generslly mpored in Principal transactions
and include realized gains and losses as well a5 unrealized ains and losses
resulting from changes in the fair value of such instrurnests. Interest income
ontrading assets is recorded in Mnferest revensie reduced by interest experse
ontrading liabilities.

Physical commodities inventoty iscarried at the lower of cost or market
with related losses reported in Prangpa transactons. Realized gains
and losses on sales of commodities inventory are included in Préncipal
fransactions.

Derivatives used for trading purposes include interest rate, curency,
equity, credit, and commodity swap agreements, optiorss, caps and floors,
wartarts, and financial and commedity futures and forward contracts.
Derivatiwe asset and liability positions are pmsented net by counterparty on
the Consolidated Balance Sheet when 4 valid master netting agreement exists
and the other conditions set out in ASC 210-20, Balance Sheat—Offsetting
are et

The Company uses a number of techniques to determine the fair value
of trading assets and liabiliies, which are described in Note 25 to the
Consolidated Financial Staternents.

Securities Borrowed and Securities Loaned

Securities borrowing and lending transactions generally do not constitute a
sale of the underlying securities for accounting purposes, and so a1 treated
as collateralized financing transactions when the transaction inwolwes the
exchange of cash. Sueh transactions are recorded at the amount of cash
advanced or receiwed plus accrued interest. As described in Note 26 to the
Consolidated Financial Staternents, the Company has elected to apply

fair value accounting to a number of securities borrowing and lending
transactions. [respective of whether the Company has ekected fair value
accounting, fees paid ot received for all securities lending and borrowing
transactions ate morded in nlerest expenise of Intercst revensie at the
contractually specified rate.

With resped to securities borrowed or loaned, the Company monitors the
market value of securities bomowed or loaned on a daily basis and obtains
or posts additional collaters] in order to maintain contractual margin
protection.

As described in Note 25 to the Consolidated Financial Statements, the
Company uses 2 discounted cash flowtechnique to detemmine the fair valve
of securities lending and borrowing transactions.

Repurchase and Resale Agreements

Securities sold under agreements to repurchase (epos) and securities
purchased under agreerments to resell (reverse Epos) generlly do not
constitute a sak for accounting purpeses of the underlying securities and so
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are treated s collateralized financing transactions. As set out in Note 26 to
the Gonsolidated Financial Staternents, the Company has elected to apply
fair value accounting to 4 majority of such transactions, with changes in fair
value mported in sarnings. Any transactions for which fair value accounting
has not been elected 2t recorded at the amount of cash advared or received
plus accrued interest, { rrespective of whether the Company has elected fair
value accounting, interest paid or teceived on all epo and reverse repo
transactions is recorded in Iriterast expense ot Buterast vevensie af the
contractually specified rate.

Whee the conditions of ASG 210-20-45-11, Badance Sheet— Offcetting:
Repurchase and Reverse Repurchase Agreements, are mel, repos and
reverse repos are presented net onthe Consolidated Balance Shest.

The Company’s policy is to take possession of securities purchased under
reverse repurchase agreements. The Gompany monitors the market value of
securities subject to repurchase or resale on a daily basis and obtairs or posts
additional collateral in orderto maintain contractual margin protection,

As described in Note 25 to the Consolidated Rinancial Statements, the
Comnpany uses a discounted cash flow technique to detemine the fair value
of Epo and reverse fepo transactions. See mlated discussion of the assessment
of the effective control for repurchase agreements in "Future Application of
Aecounting Standards” below.

Repurchase and Resale Agreements, and Securities
Lending and Borrowing Agreements, Accounted for

as Sales

Where certain conditions afe met under ASC 860- 10, Prangfers and
Serutcing (formerly FASB Staternent No. 166, Accounting for Transfers of
Financiad Assels), the Company accounts for certain repurchas agmernents
and securities lending agreements as sales. The key distinction resulting in
these agmernents being accounted for as sales is 4 mduction in initial margin
or restriction in daily maintenance margin. A December 91, 2011 and
December 31, 2010, 2 nominal amount of these transactions were accounted
for as sales that reduced Trading account assets.

Loans
Loans are reported at their outstanding principal balances net of any
unearned income and unamortized deferred fees and costs except that
credit card receivable balances alsa include 2ccrued intenst and fees. Loan
origination fees and certain direct origination costs are generally defermed
and recognized as adjustments to income over the lives of the related loans.
4s described in Note 26 to the Consolidated Financial Statements, Citi has
elected fair value accounting for certain loars. Such loars are camied at fair
value with changes in fair value reported in eamings. Interest incorne on
such loans is recorded in rterest revenue at the contractually specified rate.
Loans for which the fair value option has not been elected am classified
uport ofgination or acquisition as either held-for-investment or held-forsale.
This classification & based on managements initial intent and ability with
regard to those loans,

Loans that are held-forinvestment are classified as Zoans, net of
unearned moome on the Consolidated Balance Sheet, and the elated
cash flows am included within the cash flows from investing activities
category in the Consolidated Statement of Cash Flows on the line Change
#1 loans. However, when the initial intent for holding a loan has changed
from held-forinvestment to held-forsale, the loan is reclassified to held-for
sale, but the related cash flows continue to be reported in cash flows from
inwesting activities in the Consolidated Statement of Cash Flows onthe line
Proceeds fross sales and securdizations of loans.

Consumer loans
Consumer loans wpresent loans 2nd leases managed primarily by the Global
Consumer Banksng and local Consumer Lending businesses.

Non-acorual and re-aging polices
s a gereral rule, interest accrual ceases for installment and mal estate (both
open- and closed-end) loans when payments are 90 days contractually past
due. Forcredit cards and unsecured revolving loans, howewer, Giti generally
accrues interest until paymends are 180 days past due, Loans that hawe
been modified to grant a short-terra or long-term concession to a borrower
who & in financial difficulty may not be accruing interest at the time of
the modfication. The policy for returning such modified loans to accrual
status varies by product and/or mgion. In most cases, 4 minimum number
of payments (ranging from one to six) am required, while in other cases the
loan is never retumed to accrual statis.

For U3, Consumer loans, ore of the conditions to qualify for modification
& that a minimum number of payments (typically ranging from one to
three) must be made. Upon modification, the loan is re-aged to current
status. However, re-aging practices forcertain open-ended Consumer
loans, such as credit cards, are governed by Federal Financial Irstitutiors
Examination Council (FFIEC) guidelines. For open-ended Consumer loans
subject to REIEC guidelines, one of the conditions for the loan to be r-aged
to curent status is that af least three consecutive minimum monthly
payments, of the equivalent amount, must be received. In addition, under
FRIEC guidelines, the nurmber of times thatsuch 4 loan can be re-aged is
subject to limitations (generally onee in twelve months and twice in five
years). Rurthemmore, Federal Housing Administration (FHA) and Department
of Veterans Affairs (V&) loans are modified under those espective agencies'
guidelines and payments are not always required in order to re-age a
modified loan to current,

Charge-off policies
Giti'scharga-off policies follow the general guidelines below:
¢ Ursecured installment loans are charged off at 120 days past due.

¢ Unsecured revolving loans and credit card loans are charged off at 180
days contractually past due.

¢ Loans secured with non-real estate collateral are written downto the
estimated value of the collateral, less costs to sell, at 120 days past due.

* Resl estate-secured loans are written down to the estimated value of the
property, less costs to sell, at 180 days contractually past due.
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» Non-bank loans sacukd by ral estate are written down to the estimated
value of the property, less costs tosell, at the eadier of the receipt of title or
12 morths in foreclosure {a process that must cornmence when payments
ate 120 days contractually past due).

+ Non-bank auto loans are written down to the estimated value of the
collateral, less costs o sell, at pepossession ot if ®possession & not
pursued, no later than 180 days contractually past due.

» Non-bank unsecured pesonal loans ate charged off when the loan is
180 days contractually past due if there have been no payments within
the last six months, but in no event can these loars exceed 360 days
contractually past due,

+ Unsecured loarns in banknuptey ace charged off within 60 days of
notification of filing by the bankrupicy court or in accordance with Citi's
charge-off policy, whichever occurs earlier.

* Reql estate-mcumd loans in bankruptey am written down to the estimated
value of the property, kess costs to sell, at the later of 60 days after
notffication ot 60 days contractually past due.

¢ Non-bank ursecured personal loans in bankruptcy am charged off when

they ate 30 days contractually past due.

Commercial market loans ars written down o the extent that principal is

judged to be uncoliectable,

-

Corporaie loans
Corporate loans represent loans and leases managed by /66 orthe pecial
Assed Pool. Cotporate loans are identified as impaired and placed on a cash
(non-accrual) basis when it is detemmined, based on actualexperience and
a forward-looking assessment of the collectability of the loan in full, thatthe
payment of interest or principal is doubtful orwhen interest of principal is 90
days past due, except when the loan is well collateralized and in the process
of collestion. Any interest aocrued on impaited Gorporate loars and leases
is reversed at 90 days and charged againgt current eamings, and inferest &
themafter included ineamings only to the extent actually mceived in cash.
When there is doubt regarding the ultimate collectability of principal, all
cash receipts are thereafter applied to reduce the meorded invesirent in
the loan,

Impaired Corporate loans and leases am written down to the extent
that principal is judged to be uncollectable. Impaired collateral-dependent
loans and leases, whes tepayment i expected to be peovided solely by
the sale of the underlying collateral and ther are no other available and
relisble sources of tepayment, are written down to the lower of cost or
collateral value, Cash-basis loars are returned to an accrual status when
all contractual principal and interest amounts are reasonably assuzed of
repayrment and thers ks a sustained period of mpayment performance in
accordance with the contractual terms.

Loans Held-for-Sale

Gorporate and Consumner loans that have been identified for sake are
classified as loans heldfor-sak included in Other assefs. The practice of
the US, prime mortgage business has been to sell substartially all of its
conforming loans. Assuch, U.S. prime mortgage confoming loans are
classified as held-for-sale and the fair value option is elected at the tirme of
origination. With the exception of these loans for which the fair value aption
has been elected, held-for-sale loars are accounted for at the lower of cost
or market value, with any write-downs orsubsequent recoveries charged

to Other revensie. The mlated cash flows am classified in the Consolidated
Staternent of Cash Flove in the cash flows from operating activities category
onthe line Chavige in loans beld-for-sale.

Allowance for Loan Losses

Allowance for loan losses mpmsents management's best estimate of probable
losses inherent in the portfolio, as well a5 probable losses mlated to large
individually evaluated impaired loans and troubled debt restructurings.
Attribution of the allowance is made for analytical purposes only, and

the entire allowance is available to absorb probable loan losses inherent

in the overall portfolio, Additions to the allowance are made through the
Provision for loan losses. Loan losses am deducted from the allewance, and
subsequent recoveries are added. Assefs received in exchange for loan claims
in 2 restructuring ame initially ecorded at fair value, with any gain or loss
reflected a5 2 mcovery of charge-off to the atlowance.

Corporate loans

Inthe cotporate pottfolios, the Alowance for loan losses includes an ssset-
specific corponent and a statistically based component. The asset-specific
comnponent is calculated under ASC 310-10-35, Ravetvables—Subseguient
Measwrenzent (fornerly SFAS 114) on an individual basis for larger-
halance, non-homogeneous leans, which are considered impaired. An asset-
specific allowance is established when the discounted cash flows, collateral
value (less disposal costs), o1 observable market price of the impaired loan i
lower than its carrying value. This allowance considers the borrover's overal!
financial condition, rsoumes, and paymertt ecord, the prospects for support
from any financially responsible guarantors (discussed futher below)

and, if appropriate, the realizable value of any collateral. The asset-specific
component of the allowance forsmaller balance impaied loans is caleulated
ona pool basis considering historical loss experience.

The allowance for the remainder of the loan portfolio s calculated under
ASC 450, Comtingenscies (formerly SEAS 5) using ¢ statistical methodology,
supplemented by management judgment. The statistical analysis considers
the porifolio’s size, remaining tenor and eredit quality as measured by
internal risk ratings assigned to individual credit facilities, which reflect
probability of default and loss given defanlt. The statistical analysis corsiders
historical defauit rates and historical loss severity in the event of default,
including historical average jevels and historical variability. The result is an
estimated range for inherent losses. The best estimate within the range is
then detemnined by management's quantitative and qualitative assessment
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of curent conditions, including gereral economic conditions, specific
industry and geographic trends, and internal factors including portfolio
concentrations, trends in internal credit quality indicators, and current and
past underwriting standards.

For both the asset-specific and the statistically based cormponents of the

Allowance for loan losses, management may incoporate guarantor suppott.

The financial wherewithal of the guarantor is evaluated, as applicable,
based on net worth, cash flowstatements and pesonal or company financial
statements which are updated and eviewed at least annually. Citi seeks
petformance on guarantee arrangemerts in the nomal course of business.
Seeking performance entails obtaining satsfactory coeperation from the
guarantor or borrower to achieve Citi's strategy in the specffic situation. This
regularcoeperation is indicative of pusuit and successful enfotcement of
the guarantee; the exposure is reduced without the expense and burden of
pursuing a legal remedy. Enforcing 2 guarantee via legal action against the
guarantor is niot the primary means of resolving 2 troubled loan situation
and rarely occurs, A guarantor’ reputation and willingness to work with
Citigroup is evaluated based on the historical experience with the guarantor
and the knowledge of the marketplace. In the ram event that the guarantor
is unwilling or unable to perfomm orfacilitate borrower cooperation, Giti
pursues a legal remedy, If Citi does not puste a legal remedy, it is because
Citi does not betieve that the guarantor has the financial wherewithal to
perform regardless of legal action or because there are legal limitations

on simultaneously pursuing guarantos and foreclosure. A guarantor’s
teputation does not impact our decision or ability to ek performance under
the guarantes.

In cases whete a guarantee is a factor in the assssment of loan losses, #
is included via adjustment to the loan's infemal risk rating, which in tum
is the basis for the adjustment to the statigtically based component of the
Allosanee for loan losses. To date, # is only in rate circumstances that an
impaired commercial or commerial realestate (CRE) loan iscarried at a
value in excess of the appraised value due to a guarantee,

When Citis monitoring of the loan indicates that the guarantor's
wherewithal to pay is uncertain or has deteriorated, ther is either no
change inthe risk rating because the guarantor’s credit support was never
initially factored in, or the risk rating is adjusted to mflect that uncertainty
ot deterioration. Accordingly, 4 guarantor’s ultimate failure to pedform ot
a lack of kegal enforcement of the guarantee does not matedally impact
the allowance for loan losses, as them is typically no further significant
adjustrent of the loans risk rating at that time. Wher Giti is not seeking
performance undet the guarantee contract, it provides for loans losses as if
the loans were non-pecfoming and not guaranteed,

Consumer loans

For Corsumer loars, each pottfolio of non-medified smaller-balance,
hornogeneous loans is independently evaluated by product type (eg,
residential mottgage, credit card, etc.) for impaignent inaccordance
with ASC 450-20. The allowance for loan losses attributed to these loars
iz established via 2 process that estimates the probable losses inhemnt in
the specific portfolio, This process includes migration analysis, in which

historical delinquercy and credit loss experiencs is applied to the current
aging of the portfolio, together with analysesthat reflect current and
anticipated economic conditions, including changes in housing prices and
unemployrment trends, Citi's allowancs for loan losses under ASC 450-20 only
comsiders contractual principal ameunts due, except for credit card loans
where estimated loss amounis refated to accrued interest receivable are also
inchuded.

Management akso considers overall portfolio indicaters, including
historical credit lasses, delinquent, non-performing, and classified loans,
trends in volumes and tems of loans, an ewluation of overall credit quality,
the credit process, including lending policies and procedums, and economic,
geographical, product and other environmental factoss.

Separate valuation allowances are deternined for impaired smaller
balance homogeneous loans whose terms have been modified in 4 troubled
debt mstructuring (TDR). Long-term modification programs as well as
short-term (less than 12 months) modifications orginated from January 1,
2011) that provide corgessions {such as interest rate reductions) to borrowers
in financial difficulty are reported as TDRs. In addition, loans included in
the U5, Treasury's Home Affordable Modification Program (HAMP) trial
period at December 31, 2011 are reported as TDRs. The allowance for loan
losses for TDRs is determined in accordance with ASC 310-10-35 considering
all available evidence, including, as appropriate, the present value of the
expected Future cash flows discourtted at the loan's original contractual
effective rate, the secondaty market value of the loan and the fair value
of collateral less disposal costs. These expected cash flows incomporate
modification program default rate assumptions, The original contractual
effective rate for credit card loans is the pre-modification rate, which may
include interest rate incieases under the original contrastual agreement with
the borrower

Whem shoxt-term concessions have been granted prior to January 1, 2011,
the allowance for loan losses & materially consistent with the requirernents of
ASG 310-10-35.

Valuation allowances for commercial market loans, which ame clasifiably
managed Consumer loans, are determined in the same manner as for
Cortporate loans and are described in mors detail in the following section.
Gengrally, an asset-specific component is calculated under ASC 310-10-35
on an individual basis for largerbalance, nen-homogeneous loans that am
considersd impaired and the allowance for the mmainder of the classifiably
managed Consumer loan portfolio & calculated under ASC 450 using a
statistical methodology, supplemented by management adjustment.

Reserve Estimates and Policies

Management provides reseres for an estimate of probable losses inhemnt in
the funded loan portfolio on the balance sheet in the form of an allowance
forfoan losses. These reserves are established in accordance with Citigroup's
credit resrve policies, as approved by the Audit Committee of the Board

of Dimctors. Citi's Chief Risk Officer and Chief Financial Officer review

the adequacy of the credit loss reserves each quarter with representatives
from the risk management and finance staffs for each applicable business
area. Applicable business areas include those having classffiably managed
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portfolins, where internal credit-risk ratings am asigned (primanly
Institutional Cliends Growp and Global Conssimer Banking) or modified
Corsumer loans, where concessions were granted due to the borrowers’
financial difficulties.

The above-mentioned representatives covering these respective business
ateas present recomrnended reserve balances for their funded and unfunded
lending portfolics along with suppotting quantitative and qualitative data.
The quantitative data include:

s Estimated probable losses for nov-performing, vion-homogeneous
exposvires within @ business ine's classifiably managed porifolio
and impaired smalier-balance bornogeneows loans whose terms
have been modified due to the borrowers’ financial difficulties, and
8 was determaned that @ concession was granted 1o the boymwer.
Consideration rnay be given to the following, a5 appropriate, when
determining this estimate: (1) the present value of expected future cash
flows discounted at the loan's original effective rate; (if) the borrower's
overal} financial condition, resources and payment rcord; and (iil) the
prospects forsupport from financially resporsible guarantors orthe
walizable value of any collateral. In the detemnination of the allowance
for foan losses for TDRs, management considers a combination of
higtorical re-default rates, the current economic environment and the
nature of the medification program when forcasting expected cash flovs.
When impaimnent i measured based on the present value of expected
future cash flows, the entire change in present value is recorded inthe
Progision for lpan losses.

Statistically calcubated losses inberent in the dassifiably managed

porifolp for performing and de minimis non-performsng exposures.
The caleulation is based upon: (i) Citigroup's intemal system of credit-
risk ratings, which are analogous to the risk ratings of the major rating
agercies; and (i) historical default and loss data, including mting agency
information regarding default rates from 1983 to 2010 and internal data
dating to the early 1970s on severity of losses in theevent of default,

Additional adiustments tnclude: (i) statisticallycakbulated estimates to
cover the historical fluctuation of the default rates over the credit cycle,
the historical vaciability of loss severity among defaulted loars, and
the degme to which there are lagge obligor concentrations in the global
portfolio; and (if) adjustments made for specific known fters, such 2
curment environmental factors and credit trends.

.

Tn addition, representatives from each of the risk managernent and
finance staffs that cover business areas with delinquency-managed pottfolios
containing smallerbalance homogeneous loans peesent their recommended
reserve balances based upon leading eredit indicaters, including loan
delinquencies and changes in portfolio size as well as economic trends,
including housing prices, unemployment and GDP. This methodology is
applied separately for each individual product within each geographic region
in which these porffoliosexist.
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This evatuation process is subject to numenUs estimates and judgments.
The frequency of default, risk ratings, loss recovery rates, the size and
diversity of individual large credits, and the ability of borrovers with foreign
currency obligations to obtain the foreign currency necessary for ordedy debt
sawvicing, arnong other things, are alltaken irto accourt during this mview
Changes in these estimates could have a dimet impact on the cedit cogls in
any period and could tesult in 2 change in the allowarice. Changes to the
Allowance for foan losses a recorded in the Provision for loan losses.

Allowance for Unfunded Lending Commitments
Asimnilar approach to the allowance for loan losses is used for calculating
a reserve for the expected losses related to unfunded loan commitments
and standby letters of credit, This mserve & classified on the balance
sheet in Other liabdlities. Changes to the allowance for unfunded
knding commitments ate recorded in the Provision for unflinded
lending commutments.
Mortgage Servicing Rights
Mottgage servicing rights (MSRs) are recognized as intangible assets when
purchased o when the Company sells or secutitizes loans acquipd through
purchase or origination and retains the right to service the loans. Mottgage
servicing rights are accounted for at fair value, with changes in value
reconded in Other Revenue inthe Company's Consolidated Statement of
Incorne.

Additional infomnation on the Companys MSRs can be found in Note 22
to the Consolidated Financial Staterpents,

Consumer Mortgage—Representations and Warranties
The majority of Giti'sexposure to tepresentation and warranty claimas relates
to its U8, Consumer meortgage business within GitiMortgage.

Wher: selling a loan, Citi makes various representations and wamanties
relating to, among other things, the following:
Citi's ownership of the loan;
the validity of the lien securing the loan;
the absence of delinquent taxes or liers against the propedy securing
the loan;
the dffectiveness of title insurance on the property securing the loan;
the pmoess wsed in selecting the loans for inclusion in a transaction;
the loan's cempliance with any applicable lean criteria established by the
buyer; and
the loan's compliance with applicable local, state and federal laws.

L]

.

The specific representations and warranties made by Citi depend on the
natuee of the transaction and the requirements of the buyer. Market
conditiors and credt rating agency requirements may akse affect
repmsentations and wamanties and the other provisions to which Citi may
agree in loan saks,
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In the event of 4 breach of these repesentations and waranties,

Giti may be required to either mpurchase the mortgage loars with the
identified defects (generally at unpaid principal balance plus accrued
interest) or indemnify ("make-whole") the investors for their losses. Citi's
representations and waanties a generally not subject to stated limits in
amount or time of coverage.

Tn the case of a mpurchase, Giti will bear any subsequent credit loss on
the motigage loan and the loan istypically considered a credit-impaired
loan and acosusted for under SOP 02-3, "Accounting for Certain Loars and
Debt Securities Acquimd in 2 Transfer" {now incotporated into ASC 310-30,
Recetvables—1Loans and Debt Securities Aogudred with Detertorated
Credit Quainty) (S0P 03-3). These repurchases have not had a material
impact on Citi's non-peforming loan statistics because credit-impaimd
purchased S0P 03-3 loans are not included in non-accrual loans, since they
gererally continue to accrue intepest until write-off. Citi's repurchases have
primarily been from the U.S. government sponsord entities (GSEs),

Citi has recorded a reserve for its exposure to losses from the obligation
to repumhase peviously sold loans (referred to as the repurchase serve)
that is included in Other liabrhities in the Consolidated Balanoe Sheet. In
estimating the repurchase reserve, Giti corsiders eimbumsernents estimated
to be mceived from third-party correspondent lenders and indemnification
agreemnents relating to previous acquisitions of mortgage servicing rights.
The estimated reimbusernents are based on Citi's analysis of its most recent
collection trends and the financial solvency of the cormespondents.

I the case of 2 repurchase of a credit-impaired SOP 02-3 loan, the
difference between the loan fair value and unpaid principal balance atthe
time of the tepurchase is recorded as 4 utilization of the repurchase reserve.
Make-whole payments to the investor are also treated as utilizations and
charged directly against the reserve, The repurchase reserve is estimated
when Citi sells loans {meorded 45 an adjustment to the gain onsale, which is
included in Other revensie in the Corsolidated Staternent of [ncorme) and is
updated quatterly. Any change in estimate is recorded in Other revenie.

The repurchase resers is caloulated by individual sales vintage (ie,,
the year the loars wem sold) and i based on various assurnptions. These
assumptions contain a leve] of uncedainty and risk that, if different from
actual msults, could hawe a material impact on the reserve amount, The
raostsignificant assumptions used to calculate the reserve levels are a5
follows:

¢ loan documentation equests;

¢ mpurchase claims as a percentage of loan documentation requests;
» claims appeal sucoess rate; and

* estimated loss par epurchase or make-whole.

Securities and Banking-Sponsored Legacy Private Label
Residential Mortgage Securitizations—Representations
and Warranties

Legacy mortgage securitizations sporsored by Citi's $6.8 business have
repmsented 2 much saller pottion of Citi'smortgage business.

The mortgages included in $&B8-sporsored legacy securitizations vwere
purchased fror parties outside of S65. Representations and warranties
relating to the mottgage loans included in each trust issuing the securities
were made either by Citi, by third-party sellers (which were also often the
originators of the loans), or both. These mpmsentations and warranties wer
generally made or assigned to the bsuing trust and elated to, among other
things, the following:

* the absence of fraud on the part of the borrower, the seller or any
appraiser, broker or other party inwlved in the origination of the
mottgage (which was sornetimes wholly or pattially limited to the
knowledge of the representation and warranty provider);

* whether the mortgage propedy was occupied by the borrower as his or her
principal residence;

¢ the mottgage's compliance with applicable federal, state and local laws;

* whether the mortgage was originated in conformity with the originator's
underwriting guidelines; and

¢ detailed data concerning the mortgages that were included on the
mottgage loan schedule.

in the ewent of 2 breach of its representatiors and warranties, Giti roay
be requimd either to repumhase the mortgage with the identified defects
{generally at unpaid principal balance plus accrued interest) or indemnify
the investors for their lasses through make-whole payments,

To date, Citi has meceived actual claims for breaches of representations
and warranties relating to only a small percentage of the mortgages included
in thess securitization transactions, although the pace of claims remains
volatile and has recently increased.

Goodwill

Goodusll represers the excess of acquisition cost over the fair value of

niet tangible and intangible assets acquired. Goodwill issubject to annual
impairment tests, whereby Goodwill is allocated to the Company's reporting
units and an impaiment is deemad to exist f the carying value of a
reporting unit exoeeds s estimated fair value. Furthemnore, on any business
dispositions, Goodwill &5 allocated to the business disposed of based on the
ratio of the fair value of the business disposed of to the fair value of the
reporting unit.

intangible Assets

Intangible asseis—inchuding core deposit intangibles, present value

of future profits, purchased credit card relationships, other customer
relationships, and other intangble assets, but excluding MSRs—are
amortized over their estimated useful lives, Intangible assets deemed to
have indefinite useful lives, primarily centain asset management contracts
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and trade names, are not amodized and ame subject to annual impaiment
tests. An impaiment exists if the carrying value of the indefinite-lived
intangible asset exceeds its fair value. For other Intangible assets subject to
amottization, an impairment is recognized if the carrying amount is not
recoverable and exceeds the fair value of the Intangible asset.

Other Assets and Other Liabilities

Other assels include, among other fterns, loans held-for-sale, deferred tax
assets, equity-method investments, interest and fees receivable, pmises
and equipment, repossessad assets, and other moeivables. Other liabdities
include, among other items, accrued expenses and other payables, deferred
tax liabilities, and eserves for legal claims, taxes, unfunded lending
commitrnertts, epesitioning reserves, and other matters.

Other Real Estate Owned and Repossessed Assets

Real estate or other assets received through foreclosum or repessession ate
gererally repotted in Other assets, net of 2 valuation alloware for wlling
costs and net of subsequent declines in fair value,

Securitizations

The Company primarily securitizes cradit card receivables and mortgages.
Other types of securttized assets include comporate debt instrumertts (in cash
and synthetic form) and student loass.

‘There are two key socounting determinations that must be made
mlating te securitizations. Citi first roakes 2 determination as to whether the
securitization entity would be corsolidated. Second, #t detemines whether
the trarsfer of financial assets to the entity is considered a sale under GAAP. If
the scuritization entity is a VIE, the Company consolidatesthe VIE if it is the
primary beneficiary.

The Gompany consolidates VIEs when & has both: (1) powerto direct
activities of the VIE that most significantly impad the entity’s economic
performance and (2) an obligation to sbsorb losses or right to moeive
benefits from the entity that could potentially be significant to the VIE.

For all uther securitization entities determined not to be VIEs in which
Citigroup pagticipates, a conselidstion decision & based on who has yoting
control of the entity, giving consideration to removal and liquidation rights
in cettain partnership structurs. Only securitization entities controlled by
Citigroup are consolidated.

Interests in the securitized and sold asssts may be retained in the form
of subordinated orsenior interest-only strips, subordinated tranches, spead
accounts, and servicing rights. Ineredit card securitizations, the Company
retains 2 seller’s intemst in the cedit card meeivables transferred to the trusts,
which s not in securitized form. In the case of consolidated securitization
ertities, including the credit card trusts, these retained interests a® not
reported on Giti’s Consolidated Balance Sheet; rather, the securitized loans
remain onthe balanoe sheet. Substantially all of the Consumer loans sold
or securitized through non-consolidated trusts by Citigroup are US. pdme
residential mottgape loans, Retained interests in non-consolidated mortgage
securitization trusts am classified as Trading Account Assels, except for
MSRs which 22 included in Mostgage Servicing Rights on Citigroup's
Corgolidated Balanoe Sheet.
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Debt

Short-term borrowings and long-term debt are accounted for at amortized
cost, except whem the Company has elected to report the debt instruments,
including certain structured notes, at fair value or the debt is in a fair value
hedging relationship.

Transfers of Financial Assets
For a transfer of financial assets to be considered 2 sale: the assets rust hawe
been isolated from the Gompany, even in bankniptcy ot other receivership;
the purchaser must have the right to pledge orsell the assets transferred of,
i the purchaser is an entity whose sole purpose is to engage in securitization
and asset-backed financing activities and that entity s constrained from
pledging the assets it receiwes, each beneficial interest helder must hawe
the right to sell the beneficial interests; and the Company may not haw
an option or obligation to reacquire the assets, If these sale requirements
are met, the assets ate mrmoved from the Company's Consolidated Balancs
Sheet. if the conditions for sale are not met, the transfer s considerad to be
2 secured borrowing, the assets remain on the Gonsolidated Balance Sheet,
and the sale proceeds a® moognized as the Company's liability. A legal
opinion on a sale is genenlly obtained for cornplex trarsactions or whemr
the Company has continuing invo lrement with assets trangferred or with the
securitization entity. For a transfer to be eligible forsale accounting, these
opinions must stafe that the asset transfer is considered a sale and that the
assats transferred would not be consolidated with the Company's other assets
in the ewent of the Company's insolvency.

For a trander of a portion of a financial asset to be considered a sale,
the portion transferred must meet the definition of 2 participating interest,
Aparticipating interest must represent a pro rata owneship in an entire
financial asset; all cash flows must be divided proportionally; with the same
priority of payment; no patticipating intemst in the transferred asset may
be subordinated to the interest of another participating interest holder; and
nio party may have the right to pledge or exchange the entire financial asset
uniless all participating interest holders agree. Otherwise, the transfer s
accounted for as a secumd borrowing,

See Note 22 to the Consolidated Financial Staternents for further
discussion,

Risk Management Activities—-Derivatives Used for
Hedging Purposes
The Company manages its exposues to market rate movements outside its
trading activities by modifying the asset and liability mix, either dirctly
or through the use of derivative financial products, including interest-rate
swaps, futures, forwands, and purchased options, 45 well a5 foreign-exchange
contracts. These end-user derivatives are carried at fait value in Other assels,
Other labslities, Trading account assels and Trading account liabilsties.
To qualify as an accournting hedge under the hedge accounting rules
{vermus 2 maniagement hedge whet hedge accounting is notsought), a
derivative must be highly effective in offestting the risk designated as being
hedged. The hedge melationship must be formally docurnented at inception,
detailing the patticular risk management objective and strategy for the
hedge, which includes the item and risk that & being hedged and the
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derivative that is being wsed, as well as howeffectiveness will be asessed and
ineffectiveness measumd. The effectiveness of these hedging relationships
isevaluated on a mtrospective and prospective basis, typically using
quantitative measugs of correlation with hedge ineffectiveness measured and
recorded in current earnings.

If 2 hedge relationship is found to be ineflective, it no longer qualifies as
an accounting hedge and hedge accounting would not be applied. Any gains
or losses attributable to the derivatives, as well as subsequent changes in fair
value, are meognized in Other revenvie o Princpal iransactions with no
offset on the hedged item, sirnilar to trading derivatives,

The fomgoing criteria are applied on 4 decentralized basis, consistant with
the level at which market tisk is rmanaged, but are subject to various lmits
and controls. The undedying asset, Hability or forecasted transaction maybe
an individual itern or a portfolio of similar items.

For fair value hedges, in which derivatives hedge the fair value of assets
or liabilities, changes in the fair value of derivatives are mflected in Cither
revenue of Princpal transactions, togsther with changes in the fair
value of the hedged item related to the hedged risk. These are expected to,
and generally do, offset each other Any net amount, rep esenting hedge
ineffectiveness, &5 reflected in curent earnings. Gitigroup's fair value hedges
are primarily hedges of fixed-rate long-term debt and available-forsale
securities.

For cash flow hedges, in which derivatives hedge the variability of cash
flows related to floating- and fixed-rate assets, liabilities or forecasted
transactiors, the accounting teatment depends on the effectiveness of
the hedge. To the extent these derivatives are effective in offfetting the
variabilty of the hedged cash flows, the effective portion of the changes
in the derivatives' fair values will not be included in current earings, but
is tepotted in Acowmulated other comprebensive tncome (loss). These
changes in fair value will be included in eamings of future pedods when
the hedged cash flovs impact earnings. To the extent these derivatives
are not effective, changes in their fair values a immediately included in
Other revenue. Citigroup's cash flow hedges primasly include hedges of
floating-rate debt, a5 well as wiloves of short-term fixed-rate liabilities and
floating-rate liabilities and forecasted debt issuances,

For net investment hedges in which derivatives hedge the fomign
currency exposure of & net investrent in 4 foreign operation, the accounting
treatment will similarly depend on the effectiveness of the hedge. The
effective portion of the change in fair value of the dervative, including
any forward premiurn or discount, is reflected indcourmsdated other
comprebensive incorme (Joss) as patt of the forsign currency translation
adjustment.

End-user derivatives that are economic hedges, ratherthan qualfying
for hedge accounting, are also carried at fair value, with changes in value
included in Princpdd transaciions ot Other revenue. Citigroup often
uses economic hedges when qualifying for hedge accounting would be too
complex of operationally burdensome; examples are hedges of the credit
risk component of commercial loans and loan commitments. Citigmup
periodically evaluates its hedging strategies in other areas and may designate

either 2 qualifying hedge or an economic hedge, after considering the
relative cost and benefits, Economic hedges are also employed when the
hedged item itself is marked to roarket through current eamings, such as
hedges of commitments to originate one-to-fourfamily mortgage loansto be
held forsale and MSRs.

For those accounting hedge relationships that are terminated or when
hedge designations are remosed, the hedge acoounting treatment dewcribed
in the paragraphs abow is no longer applied. Instead, the end-user derivative
i terminated or transferred to the trading account. For fair value hedpes, any
changes in the fair value of the hedged item remain s part of the basis of the
asset or liability and am ubtimately mflected as an element of the yield. For
cash flow hedges, any changes in fair value of the end-user derivative remain
in Aocrrmsidated other comprebensive income (Joss) and are included in
earnings of future periods wher the hedped cash flows impact earnings.
Howeser, if it becomes probable that the hedged forecasted transaction will
not occuy, any amounts that remain in Accurasdated other comprebensive
moome (loss) are immediately reflected in Other reventie.

Employee Benefits Expense

Employes berefits expense includes current sexvice costs of pension and
other postretirernent benefit plans, which ame accrued on a current bass,
contributions and untestricted awards under other employee plars, the
amortization of restricted stock awards and costs of other employee benefits.

Stock-Based Compensation

The Gornpany recognizes compensation expense related to stock and option
awards over the requisite setvice period, generally based on the instruments'
grant date fair value, mduced by expected forfeitures. Compensation cost
related to awards granted to employees who meet certain age plus years-of-
service tequirernents (retirernent eligible employees) is accrued in the year
prior to the grant date, in the same manner as the accrual for cash incentive
compensation. Gertain stock awards with peforrnance conditiors or certain
clawback provisions are subject to variable accounting, pursuant to which
the associated charges fluctuate with changes in Citigroup's stock price

Income Taxes

The Gompany is subject to the income tax lavs of the US,, itsstates and
municipalities and those of the foteign jurisdictions in which the Gompany
operates. These tax laws am complex and subject to different interpretations
by the taxpayer and the relevant gowernmental taxing authorities. In
establishing a provision for income tax expense, the Company must make
judgments and interpretations about the application of these inherently
complex tax laws. The Company must also make estimates about when

in the future ceftain items will affect taxable income inthe varioustax
jurisdictions, both domestx and foreign.

Disputes over interpretations of the tax laws may be subjedt to review/
adjudication by the cout systerns of the vatous tax jurisdictions or may be
settied with the taxing authority upon examination or audit. The Cernpany
treats interest and penalties on income taxes as 2 comporent of meaome
lax expense.

OPP008611



Deferred taxes are recorded for the futume consequences of events that
have been recognized for financial statements ortax retugns, based upon
enacted tax laws and rates. Deferred tax assefs are recognized subject to
management’s judgment that realization & mo likely than not. FASB
Interpretation No. 48, "Accounting for Uncetainty in Income Taxes” (FIN
48) {now incotporated into ASC 740, Income Taxes), sefs out a consistent
framework to determine the appropriate level of tax mserves to maintain
for uncertain tax pesitions. This interpretation uses a two-step approach
wherein 4 tax benefit is recognized if 2 position is moee likely than net to
be sustained. The amount of the benefit is then measued to be the highest
tax benefit that ks greater than 50% likely to be realized. FIN 48 also sets out
disclosure requirments to enhance transparency of anentity's tax reseres.

See Note 10 to the Consolidated Financial Statements for a futther
description of the Company's provision and related income tay assets
and liabilities.

Commissions, Underwriting and Principal Transactions
Compmissions reventes are fecognized in income generally when eamed,
Underwriting reenues are ecognized in income typically atthe closing of
the transaction. Principal transactions revenues are mecognized in income on
a trads-date hasis. See Note 6 to the Gonsolidated Rinancial Statements fora
description of the Company's venue mcognition policies for commissions
and fess,

Earnings per Share

Earnings pet share (EPS) is computed after deducting preferred stock
dividends. The Cornpany has granted restricted and ddferred share awards
with dividend rights that asm considered to be participating securities, which
ate akin to 4 second class of common stock. Accordingly, a portion of
Gitigroup's earnings is allocated to those participating securities in the EPS
calculation.

Basic earnings per share is computed by dividing income available to
cornmon stockholdess afterthe allocation of dividends and undistributed
earnings o the padicipating securities by the weighted average nurnber
of common shares outstanding for the period. Diluted earnings per
shame reflects the potentia! dilution that could occur if securities or other
contracts to ssue common stock were exercised. [t is computed after giving
ronsideration to the weighted average dilutive effect of the Company$ stock
options and wamants, conwertible securities, T-DECs, and the shaes that
could have been issued underthe Gorpany’s Management Committee Long-
Term Incentive Plan and after the allocation of eamings to the participating
securities.

All per share amounts and Citigroup shares outstanding for all periods

reflect Citigroup's 1-for 10 reverse stock split, which was effective May 6, 2011.
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Use of Estimates

Management must make estimates and assumptions that affect the
Consolidated Financial Statements and the mlated footnote disclosures. Such
estimates are used in connection with cetain fair value messurements, See
Note 25 to the Consolidated Financial Staterents for futher discussions on
estirates used in the detemmination of fair value. The Company also uses
estimates in determining consolidation decisions forspecial-pupose entities
38 discussed in Note 22. Moreover, estimates are significant in determining
the amounts of other-than-temporary impairrents, impaimments of goodwill
and other intangible assets, pmovisiors for probable lesses that may arise
from credit-related exposures and probable and estimable losses related to
litigation and wgulatory proceedings, and tax rserves, While management
makes its best judgment, actual amounts or tesults could differ from those
estimates. Curment market conditions increase the risk and complexity of the
judgments in these estimates,

Cash Fiows

Cash equivalents ar defined as those amounts included in cash and due
from banks. Cash flovs from risk management activities are classified in the
same catzgory as the related assets and liabilities.

Relfated Party Transactions

The Gorapany has related patty transactions with certain of its subsidiaries
and affiliates, These transactions, which are primarily short-term in nature,
include cash accounts, collateralized financing transactions, margin
accounts, derivative teading, charges for operational support and the
borrowing and lending of funds, and are entered into inthe ordinary course
of business.
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ACCOUNTING CHANGES

Credit Quality and Atlowance for Credit Losses
Disclosures

In July 2010, the RASB issued ASU No. 201020, Receivables (Topic 310):
Disclostires aboss Creds Quality of Finanang Recaivables and
Allowance for Cradit Losses. The ASU required a greater leve! of
disagemgated information about the allowance for credit losses and the
credit quality of fina ncing receivables. The period-end balance disclosure
requirements for loans and the allowarre for loan losses wem effective
for reporting periods ending on or after Deceraber 15, 2010 and were
included in the Company's 2010 Annual Report on Fommn 10-K, while
disclosures for activity during a reporting period inthe loan and allowance
for loan losses accounts were effective for mpotting periods beginning on
or after December 15, 2010 and vere included inthe Company's Forms
10-Q beginning with the fist quarter of 2011 (see Notes 16 and 1710

the Consolidated Financial Statements). The troubled debt restructuring
disclosure requimrnents that were part of this ASU became effective irithe
third quarter of 2011 (see below).

Troubled Debt Restructurings (TDRs)

In April 2011, the FASB issued ASU No. 2011-02, Recamabies (Topic 3 10):

A Crediior's Delevmsnation of whether 3 Restruichuring is a Troubled
Debt Restrvicturing, to clafy the guidance for accounting for troubled debt
restructurings. The ASU clarified the guidance on a creditor’s evaluation of
whether it has granted a concession and whether a debtor is expedencing
financial difficulties, such as:

* Anyshertfall in contractual loan payments is considered a concession,

* Creditors cannot assurmne that debt extensions at orabove a borrower's
original contractual rate do not constitute troubled debt restructurings
because the newcontractual rate could still be below the market rate,

* If a borrower doesn't have access to funds at 2 market rate for debt with
characteristics similar to the restructured debt, that may indicate that the
ceditor has granted a concession.

¢ Aborrower that s not currently in default may still be corsidered to be
experiencing financial difficulty when payrent default is considered
"probable in the foreseeable future."

Bffective in the thind quarter of 2011, as a result of adopting 45U 2011-02,
certain loans modified under short-term programs since January 1, 2011 that
were previously measured for impairrent under ASC 450 are now measured
forimpaitment under ASC 310-10-35. Arthe end of the fitst interim period

of adoption (Septernber 30, 2011, the mcorded investment in receivables
previously measured under ASC 450 was $ 1,170 million and the allowance
forcredit losses associated with those loans was $467 million. The effect of
adopting the ASU was approximately §60 million.

Change in Accounting for Embedded Credit Derivatives
1n March 2010, the FASE issued ASU 2010-11, Scope Bxception Related to
Embedded Credst Devsvatives. The ASU clarifies that certain embedded
denvatives, such as those contained incertain securitizations, CDOs and
structured notes, should be considered embedded credit derivatiws subject to
potential bifurcation and separate fair value ancounting. The ASU allows any
beneficial interest issued by a securitization wehicle to be accourted for under
the fair value option at transition on July 1, 2010.

The Cornpany has electad to account for cetain beneficial interests issued
by securiization sehicles under the fair value option that are included in
the table below. Beneficial interests previously classified as held-to-matusity
{HTM} were reclasified to available-forsale (AFS) on June 30, 2010, becauss
as of that reporting date, the Company did not hawe the infent to hold the
beneficial interests until maturity,

The following table also shows the gross gains and gross losses that
make up the pretax cumulative-effect adjusiment to ®tained earnings for
rechissified beneficial interests, recorded on July 1, 2010:

July 1,2010
Pratax curnutative effect adustment to Retalned eamings
Gross unrealized losses Gross unrealized gains

in milfions of daltars at e 30, 2010 Amortized cogt recognized in AQUI® racognized in AGCH Falr valug
Mortgage-backed securities

Prime § 3% $§ — § 48 § 43

Ne-A 550 — 54 604

Subprime rral — 6 227

Non-41S. residential 2,248 e 38 2,287
Total mortgags-backed securltes § 3410 § — §147 $ 3.557
Asset-backed sacurifies

Auetion rate securities $ 4,463 $401 § 48 $ 4,110

Other asset-backed 4,189 19 184 4,334
Total asset-backed securities § 8652 $420 3212 $ 9444
Total reclassified debit securities $12,062 §420 §359 $12,001

() All meclassified dett secuntios with groes unreait losses were assessad for other-than-emporary-imparment as of Jume 30, 2010, ickding an assessment of whether the Company inends 1 seif the secerty. For
socurbies that the Company intonds to ot impairment charges of $176 millon wors meorded i earengs i the seoomd quaner of 2000
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Beginning July 1, 2010, the Company elected to account for these
bergficial interests under the fair value option for various reasons, including:

{1) To reduce the operational burden of assessing beneficial interests for
bifurcation under the guidarce in the ASU;

(2) Where bifurcation would otherwise be required under the ASU, to avoid
the complicated operational requirements of bifurcating the embedded
derivatives from the host contracts and accounting for each separately.
The Company rclassified substantially all beneficial interests where
bifurcation would otherwise be ®quired under the ASU;, and

(3) To permit more economic hedging strategles without generating
wlatility in reported eamings.

Additional Disciosures Regarding Fair Value
Measurements

InJanuary 2010, the FASB issued ASU 2010-06, buprosing Disclosures
aboit Farr Value Measirements, The ASU requiss disclosures of the
amounts of significant transfers in and out of Lewels 1 and 2 of the fair value
hiemarchy and the masors for the transfers. The disclosures are effective

for seporting periods beginning after December 15, 2009. Additionally,
disclosures of the gross purchases, sakes, issuances and settlernents activity in
Lewel 3 of the fair value measurement hierarchy am required for fiscal years
beginning after Decernber 15, 2010. The Gompany adopted ASU 2010-06 as
of January 1, 2010. The required disclosums are included in Note 25 to the
Corsolidated Financial Statements.

Elimination of Qualifying Special Purpose Entities
(QSPE s) and Changes in the Consolidation Moded for VIEs

In]une 2009, the PAS issued 3PAS No. 166, dccouniing for Transfers of
Pinancial Assels, an amendmeni of FASE Siaternent No. 140 (SEAS 166,
now incoporated into ASC Topic 866) and SFAS No. 167, Amendments

1o FASB Interpretation No. 46(R) (SFAS 167, now incotporated into ASC
Topic 810). Citigroup adopted both standards on January 1, 2010. Gitigroup
has elected to apply SFAS 166 and SFAS 167 prospectiwely. Accordingly, priot
periods have not been restated.

SPAS 166 eliminates the concept of QSPEs from U.S. GAAP and amends
the guidance on aocounting for transfers of financial assets. SFAS 167
details thme key changes to the consolidation model. First, former QSPEs
are now included in the scope of SFAS 167, Second, the FASB haschanged
the method of analyzing which party te a VIE should consolidate the VIE
{known as the primary beneficiary) to 4 qualitative determination of which
party to the VIE has "pover" combined with potentially significant berefits
of losses, instead of the previous quantitatie risks and rewards model. The
party that has "power” has the ability to direct the activities of the VIE that
raost significantly impact the VIBS economic performance. Third, the new
standard requires that the pimary beneficiary analysis be re-ew Juated
whenevercircumnstanoes change. The previous rules required reconsideration
of the primary beneficiary only when specified reconsideration
events occurned.
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4s a result of implementing these new aocounting standards, Citigroup
consolidated certain of the VIEs and former QSPEs with which it had
involvernent on January 1, 2010. Rurther certain asset tramsfers, including
trangfers of pottions of assets, that would hawe been considered sales under
SFAS 140 are considered secured borrowings under the newstandards.

In accordance with SEAS 167, Gitigroup employed three approaches for
rewly comsolidating certain VIEs and former QSPEs as of Jannary 1, 2010.
The fisst approach requires initially measuring the assets, liabilities, and
noncentrolling interests of the VIEs and former QSPEs 4t their carrying
values (the ameurtts 2t which the assets, liabilities, and noncontrelling
interests would have been carried in the Consolidated Rinancial Staterents, if
Citigroup had always consolidated these V1Es and fommer QSPEs). The second
approach measures assels af their unpaid prncipal amount, and is applied
when determining carrying values is not practicable. The thied approach is to
glect the fair value option, in which all of the financial assets and liabilities
of certain designated VIEs and former QSPEs are recorded at fair value upon
adoption of SFAS 167 and continue to be marked to market thereafler, with
changes in fair value reported in samings.

Citigroup consolidated all requimd VIBs and farmer QSPEs, as of
January 1, 2010, at carrying values or unpaid principal amounts, except for
certain private labe! residential mortgage and mutual fund deferred sales -
commissions ViBs, for which the fair value option was elected. The following
tables present the impact of adopting these new accounting standards
applying these approaches.
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The incremental impact of these changes on GAAP assets and resulting
risk-weighted assets for those ViBs and former QSPEs that were consolidated
or deconsolidated for accounting putpeses as of Januvary 1, 2010 was

as follows:
fncremental
Risk-
GAAP  weighled
in bilions of doliars assels assets®
Impact of consolidation
Cradit cards § 863 $ 08
Commercial paper conduits 283 13.0
Student loans 13.6 37
Privatg label Consumer mortgagss 4.4 1.3
Municipal tandar option bonds 0.6 01
Collateralized loan obligations 05 05
Mutual fund deferrad sales commissions 0.5 0.5
Subtotal §134.2 $19.9
Impact of deconsolidation
Collateralized detx obligations @ $ 19 $ 36
Equity-linked notes & 1.2 05
Totat $137.3 $24.0

(0 The aet incrogse in rek-weighlad assets (FWK was $10 bifon, principaly mflectiog the deduction
fiom gross RWA of 313 thlion of ban loss reseres LLR sooghized from e adoption of SPAS
1661167, which exeaded the 1.26% miaton on LiFs ackdable in Ter 2 Capia),

@ Te mplementaton o SPAS 167 resutd in the deconstidalion of contain synthote ard cash
collateraitnd dets obitjation {00 VIES hat were previdusly constlidated under the mqurements of
ASC 810 (FiIN 46(). Due t the daconsofiation of these synthetic CDOE, Chigroug's Consoldated
Balance Sheet now refiscts the maogntbn of cument reoskabies and paysbies related 1o puhased
ang writlen credi default swape entewd il with these Iks, which had previously been e¥minalpd in
conseidation The deconsolidation of cartain cash COUs has & minimal impact on GAAP assats, gt
£3Usas a Sabk incmase in ask-waightad assets. The impact on risk-weightad &sets reselts from
replacing, in CEoUPS trading accoint, laxgely ivestment grace secudties ownert by these VIEs
when consoidated, wih Criyoups hoioings of non-inestment gracle or gnrated sacurties issued by
These ViEs when deconsidata

(3 Denain aqulty-inked note dlient istermedintion transactions that hadl peevousl teen cxnsolidatkn
ynctes the mauleaents of ASC 810 FN 46 §) hecause Cligroup had mpurchasad and heid 2
majariy of the notes Esuad ty the VIE wens deconsoiidated with the impismendation of SFAS 167,
because CRigroupdoes not have the power 1 dirc! the activitiesof the VE that most sigaticantly
impact the VIE'S ecopome performancs. Upon deconsolidation, Citiyroup’s Consobdatexi Balance
Sheet ratbots both the equity-tinke aotes Bsued by the ¥iFs and hewd by Citigioup a6 raing assets,
& well &s relatad trading fatdties |n e Brm of pretaid adully Cedvatves. These trading astets and
1rading tabitis were ormery etiminated in cansolidation
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The following table reflects the incrementa! impact of adopting SRAS
166/167 on Citigroup's GAAP assets, liabilities, and stockholders’ equity,

{n billlons of ddlars January 1, 2010
Assets
Trading account agsets § (99
Investments {0.6)
Loans 1594
Allowanes for oan losses {13.4)
Qther assets 1.8
Total assets $137.3
Liabilities
Short-tem borrowings § 583
Long-tenm debt 86.1
Other fiabilities 1.3
Total liabilities §145.7
Stackholders’ equity
Retainad eamings 3 (84
Total stockholders’ equity § 849
Total liabilities and stackholders’ squity $137.3

The preceding tables reflect: (1) the portion of the assats of former GSPEs
to which Citigroup, acting as principal, had transferred assets and meetved
sakes treatment priorto January 1, 2010 (totaling approximately $712.0
billion), and (i) the assets of significart VIBs as of January 1, 2010 with
which Citigroup was involved (totaling approximately $219.2 billion) that
were previously unconsolidated and ate required to be consolidated under the
new accounting standands. Due to the variety of transaction structues and
the level of Citigroup's involvernent in individual former QSPEs and VIEs,
only 2 portion of the former QSPEs and YiBs with which the Company was
involved were mquired to be consolidated.

In additien, the curnulati effect of adopting these new accounting
standards as of Januaty 1, 2010 resulted in an sggrepate aftertax charge
to Relained eqrngngs of 384 billion, mflecting the net effect of an owerall
pretax charge to Relatned earnings (primarly mlating to the establishment
of loan loss reserves and the reversal of residual inferests held) of $13.4
billion and the recognition of related deferred tax assets amounting to
$5.0 billion.
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Non-Consolidation of Certain Investment Funds

The FASB issued Accounting Standards Update No . 2010-10, Consolidation
(Topic 810), Amendments for Certam Investment Funds (ASU2010-10)
in the ficst quaster of 2010, ASU 2010-10 provides a deferral of the
requirements of SFAS 167 where the following criberia are met:

* The entity being evaluated forconsolidation is an inwestment cormpany,
as defined in ASC 946- 10, Rinancial Services—Inwestment Companies,
or anentity for which it is acceptable based on industry practice to apply
measuement principles that areconsistent with an investrnent company;
¢ The reporting enterprise does not have anexplicit or implicit obligationto
fund losses of the entity that could petentially be significant to the entity;
and

* The entity beingevaluated forconselidation & not:

- g securitization entity,
— an asset-backed financing entity; or

~ an entity that was formerly corsidered a qualifying special-purpose
entity.

The Company has detemnined that a majority of the investment vehicles
managed by Citigroup are provided a deferral from the requirements of
SFAS 167 because they meet these criteria. These whicles continue to be
evaluated underthe mquiternents of RIN 46(R) {ASC 810-10), priot to the
implementation of SEAS 167,

Whete the Company has detemnined that ceftain investment wehicles are
subject to the consolidation requirerents of SEAS 167, the corsolidation
conclusions eached upon initial application of SFAS 167 aze consistent
with the consolidation conclusions sached under the requirments of ASC
810-10, prior ta the implermentation of SEAS 167,

Investments in Certain Entities that Calculate Net

Asset Value per Share

£s of December 31, 2009, the Gompary adopted Accounting Standards Update
(ASU) No. 2009-12, Iestrents in Certain Entities that Calculate Net Asset
Vadsie per Share (or ds Bquivalent), which provides guidance on measuring
the fair value of cetain alternatiwe investments, The ASU permits entities to
use niet asset value 45 a practical expedient to measure the fair value of their
investments in certain investment funds. The ASU also requires additional
disclosures egarding the natue and risks of such investraents and provides
guidance on the classification of such investments as Lavel 2 or Level 3 of

the fair value hierarchy. This ASU did net hawe a material impact onthe
Gompany's accounting for #s investments in alternative investment funds.
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Multiple Foreign Exchange Rates

In May 2010, the FASB tssved ASU 2010-19, Poredon Cravency Issues:
Mulisple Foregn Currency Buchange Rates. The ASU mquires certain
disclosure in situations when an entity's reported balances in US. dollar
monetary assets held by its foreipn ertities differ from the actual U S,
dollar-denominated balances due to differert foreign exchange rates used in
rerneasuement and translation. The ASU abo clarifies the reporting for the
diffeterice between the reported balances and the U8, dollar-denominated
balances upon the initial adoption of highly inflationary accounting. The
ASU does not have 2 material impact on the Company's sccourtting.

Effect of a Loan Modification When the Loan Is Part of a
Pool Accounted for as a Single Asset (ASU No. 2010-18)
In April 2010, the FASB issued ASU No. 2010-18, Effect of a Loan
Modification When the Loan is Part of & Pool Accounted for as a Single
Asset. As 2 result of the amendments in this ASU, modifications of loans
that ate accounted for within 2 pool do not tesult in the removal of those
loans from the pool, even if the modification of those loans would otherwise
be considerd a troubled debt restructuring. An entity will cortinue to be
requied to consider whet het the pool of assets in which the loan is included
s impaired £ expected cash flows for the pool change. The ASU was effective
forrepotting periods ending on or after July 15, 2010. The ASU had no
material effect on the Company's financial statements.

Measuring Liabitities at Fair Value

4s of September 20, 2009, the Company adopted ASU No., 2009-05,
Mezsuring Linbililtes at Fatr Value. This ASU provides clarification that in
circumstances in which a quoted pace in an actiwe market for the identical
lisbility & not available, 2 mpotting entity is required to messure fair value
using one or mote of the following techniques:

* 2 valuation technique that uses quoted prices for similar liabilities {or an
identical Hability) when traded as assefs; or

* another valuation technique that is consistent with the principles of
ASC 820.

This ASU also cladfies that both a quoted price in an active market for
the identical liability at the measurernent date and the quoted price for
the identical liability when traded as an asset in an active market when no
adjustrents to the quoted price of the asset are required 2 Level 1 fair value
measurernents. This ASU did not have a material impact on the Company's
fait value measurements.
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Other-Than-Temporary iImpairments on

Investment Securities

1n April 2009, the FASE issued RSP FAS 115-2 and FAS 124-2, Recognistion
and Presentation of Other-Than-Temporary Impasrments (RSP FAS
115-2) (now ASC 320-10-35-34, vestrents— Debt and Eguity Securities:
Recognition of an Other-Than-Termporary Impasrrent), which amends
the ecognition guidance for other-than-ternporary impainmerts (OTT)

of debt securities and expands the financial statement disclosures for OTTI
on debt and equity securities. Citigroup adopted the FSP in the first quater
of 2009.

As a result of the FS the Company’s Gonsolidated Staternent of Income
reflects the full impaimment (that &, the difference between the security’s
amortized cost basis and fait value) on debt securities that the Company
intends to sell or would more-likely-than-not be required to sefl befom the
expected eeovery of the amottized cost basis. Por availableforsale (ARS) and
held-to-maturity (HTM) debt securities that management has no intentto
sefl and believes that it more-likely-than-not will not be requimd to sell prier
to meovery, onlythe credit loss component of the impaimment is recognized
in earnings, while the rest of the fairvalue loss is recognized in dccrimsdlated
other comprebensive tncome (A0CI). The credit loss component meognized
in earnings s identified as the amount of principal cash flows notexpected
ta be teceived over the rmaining temn of the security as projectad using the
Cornpany's cash flow projections and its base assumptions. 4 a result of
the adoption of the BSE Citigroup's income in the first quaer of 2009 was
higher by $631 million on a pretax basis ($391 million on an aftertax basis)
and AOCI was decreased by 4 corresponding amoust,

The cumulative effect of the change included an increase inthe opening
balance of Retaned ecrnings at January 1, 2009 of $665 millioriona
pretax bass ($413 million after-tax). See Note 15 to the Consclidated
Pinancial Staterments for disclosures related to the Company's investment
securities and OTTI.

Noncontroiting Interests in Subsidiaries

In December 2007, the PASB isued Staternent No. 166, Noncomsrolling
Interesis in Consolidated Financeal Siatemenis (now ASG 810-10-45-

15, Consolidation—Noncontrolitng Interests in & Subsidiary), which
establishes standards for the ancounting and seporting of noncentrolling
interests in subsidiaties (previously calked minority intersts) in consolidated
financial statements and for the loss of contm! of subsidiaries, The Standard
requites that the equity intesst of noncontrolling shameholders, partness,

or other equity holders in subsidiaries be presented as 4 separate item in
Total aqudy, tather than as 2 liability. After the initial adoption, when a
subsidiary is decorsolidated, any retained noncontmlling equity investment
in the former subsidiary must be measured at fair value at the date of
deconsolidation.
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The gain or loss on the decorsolidation of the subsidiary is measumd
using the fair value of the rermaining investment, rather than the previous
carrying amount of that retained investment.

Citigroup adopted the Standard on January 1, 2009, As a msult, $2.392
bilion of noncontrolling interests were reclassified from Other labiisties to
Total equsty.

DVA Accounting Misstatement

1n January 2010, the Gompany detemnined that an error existed in the
process used to value certain liabilities for which the Company elected

the fair value option (FY¥0). The etror related to a calculation intended to
measure the impact on the liability's fair value attributable to Citigroup's
credit spreads. Because of theerror in the process, both an initial Citi
contractual credit spread and an initial own-credit valuation adjustment
vere being included at the time of issuare of new Citi FV0 debt. The own-
credit valuation adjustment was properly included; therefore, the initial Giti
contractual credit spread should have been exciuded. (See Note 26 to the
Consolidated Financial Statements for a description of own-credit valuation
adjustments.) The cumulative effect of this errot from Januay 1, 2007 (the
date that SFAS 157 (ASC 820), requiring the valuation of own-credit for
BVO liabilities, was adopted) through December 31, 2008 was to owerstate
income and retained eamings by $204 million ($330 million on a pretax
basis). The impact of this adjustment was determined not to be material to
the Company's results of operations and financial position for any previously
teported period. Gonsequently, in the accompanying finarcial statements,
the curnulative effect through Decernber %1, 2008 was recorded in 2009,
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FUTURE APPLICATION OF ACCOUNTING STANDARDS

Repurchase Agreements - Assessment of Effective
Control

In April 2011, the FASB issued ASU No. 2011-03, Pransfrs and Servicing
{Topic 860) — Recomsideration of Bffective Contvol for Repwrchase
Agreements. The amendments in the ASU ermow from the assessment of
effective control: (1) the criterion tequiring the trasferor to hawe the ability
to repurchase or redeem the financial assels on substantially the agreed
teerns, even in the event of default by the transfee, and (2) the collaten|
maintenance implementation guidance wlated to thatriterion. Other
criteri applicable to the assesyment of effective control am not changed by
the amendments inthe ASU.

The ASU became effective for Gitigroup on January 1, 2012. The guidance
is to be applied prospectively to transactions or modifications of existing
trarsactions that oocur on or after the effective date. The ASU did not hawe a
material effect on the Company'sfinancial statements. A nominal amount of
the Company's repurchase trarsactions e currently accounted for as sales,
because of a eduction in initial margin or mstriction in daily maintenance
margin. Such transactions will be accounted forasfinancing transactions if
executed on or after January 1, 2012,

Fair Value Measurement

In May 2011, the FASB issued ASU No. 20 11-04, Fasr Value Measurement
(Topic 820): Armendmenis to Achieve Comsmon Pasr Value Meassrement
and Disclosure Requsrements in U.S. GAAP and IFRS, The amendment
creates a common definition of fair value for U 8. GAAP and IFRS and

aligrs the measurement and disclosure requirements. It ®quires significant
additiona! disclosures both of 2 qualitative and quantitative nature,
patticularly on thoss instruments measured at fair value that areclassified
in Level 3 of the fair value hierarchy. Additionally, the amendment provides
guidance on when it is appropriate to measure fair value on a porffolio basis
and expands the pwhibition on vatuation adjustments from Level 1 to all
lewels of the fair value hietarchy whese the size of the Company's position

is a characteristic of the adjustment. The amendment became effective for
Citigroup on January [, 2012, 4s a result of implementing the prohibition
on valuation adjustments whese the size of the Company's position is 2
characteristic, the Company will release reserves of approximately $125
million, increasing pretax incorme in the first quarter of 2012,

Deferred Asset Acquisition Costs

Ir October 2010, the BASB issued ASU No. 2010-26, Penancial Sevvices —
Inswrance (Topic 944): Accovinting for Costs Associaed with Acguering
or Renewsng Insurance Contracls. The ASU amends the guidance for
insurance entities that requires deferral and subsequent amortization of
cettain costs incurred during the acquisition of new or renewed insurarge
contracts, commenly referred to as deferred acquisition costs (DAC). The
new guidance limits DAC to these costs directly telated to the successful
acquisition of insurance contracts; all other acquisition-related costs must
be expensed as incurred. Under current guidance, DAC consists of those costs
that vary with, and primarily relate to, the acquisition of insurance contracts.
The amendment became effective for Citigroup on January 1, 2012, The
Company continues to evaluate the impact of adopting this staterment.

Offsetting

{n Decernber 2011, the FASB issued Accounting Standards Update No.
2011-11—Balance Shed (Topic 210): Disclosures abowt Offetting

Assdls and Liabilgies. The standard equires new disclosures about certain
financial irstruments and derivative instruments that ame either offset in

the balance sheet (presented on 4 net basis} or subject to an enforceable
master retting arangement of sirilar arrangement. The standard requires
disclosures that provide both gross and ret information inthe notes to the
financial statements for relevant assets and liabilities. This ASU does not
change the existing offsetting eligibility criteria or the pemnitted balance
sheet presentation for thase instruments that meet the eligibility criteria. The
new disclosure requirernents should enhance comparability between those
companies that prepare theirfinancial satements on the basis of U, GAAP
and those that prepam their financial staternents in accordance with IFRS.
For many financial insttutions, the differences inthe offsetting requirerents
between U.§. GAAP and IFRS msult in 2 significant difference in the amounts
presented in the balance sheets prepared in accordance with U.S. GAAP

and IFRS. The disclosum standard will becorne effective for annual and
quatterly periods beginning January 1, 2013. The disclosures are required
retrospectively for all companative periods presented.

Potential Amendments to Current Accounting Standards
The PASB and 1ASB, either jointly or separately, ase curmntly working on
several major projects, including amendments to existing accounting
standards goveming financial instruments, kease accounting, comsolidation
and investent companies. As part of the joint financial ingtruments

project, the FASB & proposing sweeping changes to the classification and
measurement of financial instruments, hedging and impaiment guidance.
The FASB is also working on 2 joint project that would mquire all leases to be
capitalized onthe balance sheet. Additionally, the PASB has issued a proposal
on prircipal-agent considerations that would change the way the Company
needs to evaluate whether to consolidate VIEs and non-VIE partnerships.
Furtherraoe, the RASB has issued a propesed Accounting Standards Update
that would change the criteria used to determine whether an entity i subject
to the accounting and meporting equirements of an investment company.
The principal-agent consolidation proposal would requim all VIEs, including
those that am investment comnpanies, to be evaluated for consolidation under
the same requitements.

In addition to the major projects, the FASB has ako proposed changes
regarding the Company's elease of any cumulative translation adjustment
into gamings when it ceass to hawe a controlling financial inferest in certain
groups of asssts that constitute & business within a consolidated foreign
subsidiary. All these pmiects may have significant impacts for the Company.
Upon completion of the standards, the Company will need to re-evaluate its
accounting and disclosures, However, due to ongoing deliberations of the
standard-setters, the Cornpany & currently unable to determine the effast of
future amendments of proposals,
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2.BUSINESS DIVESTITURES

The following divestitures oocurred in 2009, 2010 and 2011 and do
not qualify as Discontinued operations. Divestitures that qualified as
Discontinuied gperations are discussed in Note 3 to the Comsolidated
Financial Statements.

Sale of Primerica
In April 2010, Giti completed the 1PO of Primerica, which was part of Citi
Holdings, anid sold approximately 34% to public imestors, Abo in April
2010, Giti completed the sale of approximately 22% of Primerica to Wasburg
Pincus, a private equity fimn. Citi contributed 4% of the Primerica shares to
Primerics foremployee and agent stock-based awards immediately prior to
the sales, Citi retained an approximate 40% intetest in Primerica after the
sales and Eeorded the investment under the equity method. Giti recorded an
afer-tax gain on sale of $26 million

Goncurrent with the sale of the shares, Citi enfersd inte co-insurance
agreements with Primerica to minsum up to 90% of the risk associated with
the in-foros insurance policies. During 2011, Giti sold its ermaining shares in
Primerica for an aflertax loss of $11 million.

Saie of Phibro LLC

On Decernber 31, 2009, the Company sold 100% of its interest in Phibro

LLG, which was patt of Citicorp—Saurdtes and Banking, to Occidental
Petroleurn Comporation for a purchase price equal to approximately the net
asset value of the business, The decision to sell Phibro was the outcome of
anevaluation of 4 variety of alternatives and was corsistent with Citi's core
strategy of 4 client-centered business model. The sale of Phibto did not affect
Citi'sclient-facing commodities business lines, which continue to operate
and serve the needs of Citi's clients throughout the wordd.

Sale of Citl's Nikko Asset Management Business
and Trust and Banking Corporation
On Octeber 1, 2009, the Cornpany completed the sale of its entim stake in
Nikko Asset Management (Nikko AM) to the Sumitorne Trust and Banking
Co., Ltd. (Sumitorno Trust) and completed the sale of Nikko Citi Trust and
Banking Corporation (Nikko Giti Trust) to Nomura Trust & Banking Co, Ltd.
Nikko AM and Nikko Giti Trust were part of Giti Holdings.

The Nikko AM transaction was valued at 120 billion ven (1.5, $1.3 billion
at anexchange mate of 89.60 yen to 11.8. $1.00 as of September 30, 2009).
The Gompany received all-cash consideration of 75.6 billion yen (U 5, $844
million), after certain deal-mlated expenses and adjustrnents, for its 64%
beneficial ownership interest in Nikko AM. Sumitomo Trust also acquired the
bereficial ownership interests in Nikko AM held by vasious minority inwestors
in Nikko AM, bringing Sumitomo Trust’s total ownership stake in Nikko AM
1o 98.55% atclosing.

For the sale of Nikke Citi Trust, the Gompany received all-cash
corsideration of 19 bitlion yen (U.8. $212 million at anexchange rate of
89.60 yen to U.S. $1.00 as of September 20, 2009) as part of the transaction.
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Retail Partner Cards Sales

During 2009, Citigroup sold its Financial Institutions (FI) and Dines Glub
North America credit card businesses. Total credit card mceivables disposed
of in these trapsactions was approximately $2.2 billion. During 2010,
Gitigroup sold its Canadian MasterCard business and U5, retail sakes finance
portfolios, Total credit card receivables disposed of inthese transactions was
approximately $3.6 billion. Bach of these businesses was in Citi Hodings.

Joint Venture with Morgan Stanley

On June 1, 2009, Citi and Morgan Stanley established a joint wenture (V)
that combined the Globa! Wealth Management platform of Morgan Stanky
with Gitigroup's Smith Bamey, Quilter and Australia private client networks.
Gith sold 100% of these businesses to Morgan Stanley in exchange for a 4%
stake in the JV and an upfront cash payment of $2.75 billion. Citigroup
recorded 4 pretax gain of approximately $11.1 billion ($6.7 billion after
tax} on this sale. Both Morgan Stanley and Giti will accessthe ]V for mtail
disteibution, and each firm'’s institutional businesses will continue to execute
order flowfrom the J¥.

Citigroup's 49% ownership in the JV is mcorded as an equity method
nvestment. [n determining the value of its 49% interest inthe ]V, Gitigroup
utilized the assistance of an independent third-party valuation fimn upon
acquisition and utilized both the income and the market approaches,
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3. DISCONTINUED OPERATIONS

Sale of Egy Banking PLC Credit Card Business
On March 1, 2011, the Company announced that Egg Banking pk (Egg), an
indirect subsidiary which was patt of the Citi Holdings segment, entered into
a definitive agmernent to sell its credit card business to Bamlays PLC. The sale
closed on April 28, 2011.

This sake is mpotted as discontinued operations for the full year of
2011 only. Priorperiods were not reclassified due to the immateriality of
the impact in those periods. An aftertax gain onsale of $126 million was
recogrized upon closing. Bgg operations had total assets and total liabilities
of approximately $2.7 billion and $39 million, respectively, at the time
of sake.

Surnmarized financial information for Divontinued operations,
including cash flows, for the credit card operations related to Bgg follows:

Sate of The Student Loan Corporation
On Septernber 17, 2010, the Gompany announced that The Student Loan
Gotporation (SLC), an indirect subsidiary that was 80% owned by Citibank
and 20% owned by public shareholders, and which was part of the Citi
Holdings segrent, entered into definitive agreements that resulted in
the divestiture of Giti'